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FROM  THE  EDITOR 


The  Asia-Pacific  Region  has  always  been  an  interesting  subject  of  international 
affairs.  The  variety  of problems  it  has  to  face  is  troublesome  and  tremendous,  i.e.  in 
the  field  of  energy,  industry,  marine  and  refugee  issues.  The  problems  are  compli- 
cated, while  the  solution  is  even  more  uncertain. 

The  problem  of  energy,  for  example,  especially  the  outlook  in  the  Asia-Pacific 
Region  is  probably  one  of  the  source  of  uncertainties.  Energy  is  very  important,  while 
the  fact  dictates  that  energy  sources  are  rarely  available  exactly  in  the  location  where 
they  are  needed  most.  Henceforth,  proximity  of  energy  sources  to  demand  centers 
reduces  the  vulnerabilities  connected  with  supply  disruptions  from  other  regions  and 
also  reduces  problems  related  to  the  transportation  of  energy.  There  lies  the  impor- 
tance of  the  management  of  energy  in  the  Pacific  region. 

International  business  is  also  of  great  concern;  especially  the  interaction  of  in- 
dustrial countries  in  the  Asia-Pacific  Region  -will  alter  the  economic  structure 
gradually.  In  addition  to  this,  not  many  realize  that  there  is  a  critical  shortage  of  in- 
ternational managers  in  Asia.  To  alleviate  the  critical  gap  of  international  manage- 
ment and  to  establish  a  regional frame  for  a  proper  international  management  educa- 
tion, the  establishment  of  an  Asia-Pacific  wide  international  management  institute  is 
needed. 

In  geopolitics  the  sea  is  an  ever  important  subject  to  be  discussed.  Mismanc^e- 
ment  of  the  sea  may  create  tensions  particularly  in  relation  with  the  managing  of 
natural  resources,  of  seabed,  subsoil  and  the  superjacent  water  jurisdiction  udth 
regard  to  research,  preservation  of  environment,  etc.  The  end  product  of  this  man- 
agement will  be  promulgated  into  politics,  whether  it  will  enhance  or  restraint  the  re- 
lationship of  the  countries  in  the  region. 

Furthermore,  the  Asian  region  covers  a  wide  variety  of  states,  particularly  from 
the  Law  of  the  Sea  point  of  view.  There  are  land-locked  states  and  coastal  states.  The 
two  categories  of  states  vary  and  differ  in  many  ways.  The  variations  of  each  cate- 
gory of  states  have  led  to  the  discrepancy  of  views  and  positions  among  the  states 
within  the  Asian  region  with  regard  to  the  Law  of  the  Sea.  They  have  also  created  a 
variety  of  problems  in  view  of  the  various  interests  involved.  At  the  same  time  they 
have  also  opened  up  new  prospects  for  cooperation  in  some  fields  among  the  various 
states  within  the  region.  The  Law  of  the  Sea  Conference  has  been,  therefore,  trying  to 
look  for  equitable  resolutions  to  all  those  problems  and  issues. 

The  movement  of  people,  especially  the  refugees  is  burdensome  for  any  country. 
Oftentimes  refugee  problems  occurred  due  to  lack  of  information  or  having  too  great 
an  expectation.  Nonetheless,  the  problem  of  refugees  can  be  solved  if  the  respon- 
sibility is  shared. 


APPLICATION  TO  THE  ASIAN 
REGION  OF  THE  LAW  OF  THE  SEA 
CONFERENCE  RESOLUTION 

Hasjim  DJALAL 


I.  INTRODUCTION 

Depending  on  criteria  to  be  used,  the  Asian  Region  covers  a  wide  va- 
riety of  states,  especially  from  die  Law  of  the  Sea  point  of  view.  If  die  cri- 
teria is  die  coasdine,  dien  there  are  states  of  the  region  which  fall  under 
the  category  of  die  land-locked  states  and  of  coastal  states.  Land-locked 
states  are  diose  having  no  coasdine  at  all.  Widiin  die  category  of  die 
coastal  states,  die  variety  also  depends  on  die  comparative  lengdi  of  coast- 
line itself.  Thus,  diere  are  coastal  states  having  substantial  lengdi  of  coast- 
line and  coastal  states  which  consider  diemselves  "geographically  disad- 
vantaged", namely  die  coastal  states  whose  coasdines  are  substantially 
short  or  would  not  permit  them  to  claim  maritime  zone  to  die  extent  per- 
mitted by  die  new  emerging  Law  of  die  Sea.  Broadly  speaking,  die  states 
which  claim  to  be  "geographically  disadvantaged"  prefer  to  align  them- 
selves with  die  land-locked  states  as  far  as  die  Law  of  die  Sea  is  con- 
cerned. 

In  addition  to  the  above-mentioned  varieties,  die  coastal  states  them- 
selves also  differ  in  many  ways,  depending  on  dieir  geographical  lo- 
cations. The  emerging  Law  of  die  Sea  therefore  recognizes  die  regime  for 
states  bordering  "enclosed  and  semi-enclosed  seas",  archipelagic  states, 
states  bordering  on  "straits  used  for  international  navigation",  and  states 
having  large  continental  shelf  In  addition,  there  are  also  states  having 
special  interests,  such  as  states  having  special  interests  in  far-distant-water 
fishing,  states  having  special  interests  in  maritime  transportation,  states 
which  produce  minerals  which  would  also  be  produced  from  the  seabed 
area  beyond  the  limit  of  national  jurisdiction,  and  states  having  reached 
highly  industrialized  and  advanced  technological  status  but  lack  of  die 
natural  resources  to  be  produced  from  the  seabed  area  beyond  the  limit 
of  national  jurisdiction. 
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If  Other  criteria  are  being  used  to  characterize  the  states  within  the 
Asian  Region,  then  the  differences  could  be  made  in  terms  of  their  size, 
geographical/strategic  location,  population  density,  state  of  economic 
development,  and  political  as  well  as  social  backgrounds. 

All  these  variations  mentioned  above  have  led  to  the  discrepancy  of 
views  and  positions  among  the  states  within  the  Asian  Region  with  re- 
gard to  the  Law  of  the  Sea.  These  variations  have  created  various  pro- 
blems in  view  of  the  various  interests  involved.  At  the  same  time  they  have 
also  opened  up  new  vistas  for  cooperation  in  some  fields  among  the 
various  states  within  the  region.  The  Law  of  the  Sea  Conference  has  been 
attempting  to  seek  equitable  resolutions  to  all  those  problems  and  issues. 

For  the  purpose  of  this  paper  the  Asian  Region  is  understood  to  cover 
the  states  within  the  meaning  of  Asian  Group  in  the  context  of  the  United 
Nations  practices,  and  therefore  would  include  states  in  Mainland  Asia  as 
well  as  island  and  archipelagic  states  in  the  off-shore  areas  of  the  Main- 
land Asia. 


n.  LAND-LOCKED  (L.L.)  AND  GEOGRAPHICALLY  DISADVAN- 
TAGED STATES  (G.D.S.) 

The  Law  of  the  Sea  Conference  would  legally  recognize  for  the  first 
time  the  right  of  access  to  and  from  the  sea  for  the  land-locked  states  for 
the  purpose  of  exercising  the  rights  provided  for  in  the  Law  of  the  Sea 
Conference  resolution,  and  to  this  end  they  shall  enjoy  freedom  of  transit 
through  the  territory  of  transit  states  by  all  means  of  transport  (Article 
125  of  the  Informal  Composite  Negotiating  Text/ICNT,  Rev.  1).  "Transit 
State"  is  defined  as  a  State,  with  or  without  a  sea-coast,  situated  between  a 
land-locked  state  and  the  sea  through  whose  territory  "traffic  in  transit" 
passes  (Article  124  (1)  of  the  ICNT  Rev.  1).  Although  this  right  might  have 
been  practiced  in  the  past,  the  Law  of  the  Sea  Conference  would  ratifs', 
confirm  and  strengthen  it.  The  Law  of  the  Sea  Conference  would  further 
regulate  how  the  right  could  or  should  be  exercised,  so  that  the  interests 
of  the  land-locked  states  in  their  access  to  and  from  the  sea  and  the  in- 
terests of  the  transit  states  to  protect  their  territorial  sovereignty  could  be 
equally  taken  into  account  in  a  balanced  manner.  It  is  perhaps  true  that 
the  right  -  and  the  modalities  for  its  enjoyment  -  would  not  be  quite  as 
extensive  as  desired  by  the  land-locked  states;  yet,  it  would  perhaps  be 
also  true  that,  without  the  resolution  of  the  Law  of  the  Sea  Conference,  it 
is  doubtful  whether  the  transit  states  would  ever  recognize  the  access  of 
the  land-locked  states  to  and  from  the  sea  through  their  land  territory  as  a 
matter  of  "right"  under  International  Law.  It  is  likely  that  the  transit 
states,  without  the  Law  of  the  Sea  Conference  resolution,  would  continue 
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to  insist  that  the  "facility"  of  transit  enjoyed  by  the  land-locked  states  is 
simply  a  "privilege"  granted  to  them  by  the  transit  states  under  their 
national  law;  thus  they  would  always  have  to  be  subjected  to  their 
national  discretion. 

In  addition  to  the  recognition  of  the  right  of  access  to  and  from  the 
sea  under  the  new  Law  of  the  Sea  the  land-locked  states  would  also  "have 
the  right  to  participate,  on  an  equitable  basis,  in  the  exploitation  of  an 
appropriate  part  of  the  surplus  of  the  living  resources"  of  the  Exclusive 
Economic  Zone  (EEZ)  of  the  coastal  states  of  the  same  sub-region  or  re- 
gion (Article  69  (1)  of  the  ICNT  Rev.  1),  particularly  of  the  exclusive 
economic  zone  of  their  most  immediate  Neighbors. 

The  Law  of  the  Sea  Conference  would  also  regulate  further  the 
mechanism  for  the  enjoyment  of  the  access  to  the  surplus  living  re- 
sources. While  it  is  arguable"  that  under  existing  international  and 
customary  law  all  states  have  the  freedom  to  fish  on  the  high  seas  beyond 
the  limit  of  the  territorial  sea,  it  is  extremely  doubtful  whether  such  a  tra- 
ditional and  archaic  principle  could  survive  the  trend  under  the  new  Law 
of  the  Sea.  It  is  certain  that,  gradually.  International  Law  of  the  Sea  has 
been  recognizing  die  special  interests  of  coastal  states  in  the  natural  re- 
sources along  dieir  coasts,  thus  gradually,  but  certainly,  recognizes  the  so- 
vereign rights  of  the  coastal  states  over  the  natural  resources  of  their  200 
miles  exclusive  economic  zone.  Seen  from  this  perspective  it  is  almost  cer- 
tain that,  without  the  Law  of  the  Sea  Conference,  practically  all  coastal 
states,  especially  the  developing  countries,  would  declare  a  much  stronger 
regime  for  their  exclusive  economic  zone  within  which  the  land-locked 
states  may  never  be  able  to  participate,  as  a  matter  of  "right",  in  the  ex- 
ploitation of  the  living  resources  of  the  EEZ  of  their  most  immediate 
neighboring  coastal  states. 

Since  it  is  arguable  whether  the  resolution  of  the  Law  of  the  Sea  Con- 
ference with  regard  to  the  living  resources  of  the  EEZ  is  satisfactory  or  not 
either  to  the  land-locked  or  to  the  coastal  states,  it  seems  certain  that, 
without  the  Law  of  the  Sea  Conference  resolution,  die  land-locked  states 
would  be  unable  in  practice  to  enjoy  any  of  the  living  resources  of  their 
most  immediate  neighboring  coastal  states.  Seen  from  this  perspective, 
the  resolution  of  the  Law  of  die  Sea  Conference  on  this  matter  would 
seem  to  be  die  utmost  and  the  best  compromise  that  would  meet  in  an 
equitable  manner  the  interests  of  all  coastal  and  land-locked  states  of  the 
same  region  or  sub-region. 

Furthermore,  the  Law  of  the  Sea  Conference  would  also  regulate  the 
rights  of  states  with  "Special  Geographical  Characteristics",  generally 
known  as  "Geographically  Disadvantaged  States"  (CDS),  to  participate  on 
an  equitable  basis  in  the  exploitation  of  an  appropriate  part  of  the  sur- 
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plus  of  the  living  resources  of  the  EEZ  of  the  coastal  states  of  the  same  re- 
gion or  sub-region  (Article  70  of  the  ICNT  Rev.  1).  The  terms  and  modal- 
ities for  such  participation  would  also  be  regulated  by  the  Law  of  the  Sea 
Conference  along  the  line  stipulated  for  the  land-locked  states.  While  it  is 
also  arguable  that  under  existing  international  and  customary  law  the 
"geographically  disadvantaged  coastal  states"  would  be  able  to  claim 
more  rights  to  the  living  resources  than  merely  the  right  over  an  appro- 
priate part  of  the  surplus,  it  is  equally  true  that  under  the  recent  trend  of 
the  new  Law  of  the  Sea,  the  GDS  would  be  unable  to  claim  more  than 
what  the  recent  resolution  under  the  Law  of  the  Sea  Conference  could 
stipulate. 

The  above-mentioned  resolutions  of  the  Law  of  the  Sea  Conference 
are  important  to  the  Asian  Region  since  the  region  covers  several  land- 
locked states  (such  as  Nepal,  Bhutan,  Afghanistan,  Laos  and  Mongolia) 
and  several  GDS  (such  as  Singapore  and  the  states  in  the  Gulf  Area). 

in.  COASTAL  STATES 

As  mentioned  above,  there  are  various  categories  of  coastal  states. 
Aside  from  the  coastal  states  which  claim  to  be  "geographically  disad- 
vantaged" and  therefore  aligning  themselves  with  the  land-locked  states 
in  opposing  the  position  of  the  other  coastal  states,  the  latter  coastal  states 
also  vary  in  several  categories. 

1.  "Normal"  Coastal  States 

The  "normal"  coastal  states  include  the  coastal  states  which  would  be 
in  a  position  to  claim  all  or  practically  all  the  maritime  zones  sdpulated 
under  the  new  regime  of  the  Law  of  the  Sea.  Thus,  these  states  could 
claim,  subject  to  the  delimitation  problems  with  their  adjacent  or  oppo- 
site neighboring  states: 

a.  The  territorial  sovereignty  without  the  right  of  innocent  passage  over 
Internal  Waters  along  their  coast  lines; 

b.  Territorial  sovereignty  over  a  12-mile  belt  of  Territorial  Sea  beyond  in- 
ternal waters  while  at  the  same  time  recognizing  the  right  of  innocent 
passage  through  the  territorial  sea; 

c.  Some  power  of  control  over  a  1 2-mile  belt  of  contiguous  zone  beyond  the 
territorial  sea  for  the  purpose  of  preventing  the  infringement  of  their 
customs,  fiscal,  immigration  or  sanitary  regulations  within  their  terri- 
tory or  territorial  sea  (Article  33  of  the  ICNT  Rev.  I). 

d.  Sovereign  right  in  the  Exclusive  Economic  Zone  (EEZ)  for  the  purpose  of 
exploring  and  exploiting,  conserving  and  managing  the  natural  re- 
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sources,  whether  living  or  non-living,  of  the  seabed  and  subsoil  and 
the  superjacent  waters,  and  with  regard  to  other  activities  for  the  eco- 
nomic exploitation  and  exploration  of  the  zone,  such  as  the  pro- 
duction of  energy  from  water,  currents  and  winds.  In  addition,  the 
coastal  states  also  have  jurisdiction  with  regard  to  the  establishment 
and  use  of  artificial  islands,  installadons  and  structures'  jurisdiction 
over  marine  scientific  research  and  the  preservation  of  the  marine  en- 
vironment (Article  56  of  die  ICNT  Rev.  1).  The  extent  of  the  EEZ  is  fix- 
ed at  200  nautical  miles  measured  from  the  baselines  from  which  the 
breadth  of  the  territorial  sea  is  measured.  The  exercise  of  the  sovereign 
rights  of  the  coastal  states  over  dieir  EEZ  shall  take  into  account  the 
right  of  the  land-locked  and  GDS  to  participate  on  equitable  basis  in 
the  exploitation  of  the  surplus  living  resources  of  the  exclusive  eco- 
nomic zone; 

e.  Sovereign  right  for  the  purpose  of  exploring  and  exploiting  the  natural 
resources  of  the  continental  shelf  beyond  their  territorial  sea  throughout 
the  natural  prolongation  of  their  land  territory  to  the  outer  edge  of  the 
continental  margin,  or  to  a  distance  of  200  nautical  miles  from  die 
baselines  from  which  die  breaddi  of  the  territorial  sea  is  measured 
where  the  outer  edge  of  the  continental  margin  does  not  extend  up  to 
diat  distance  (Article  76  of  the  (ICNT  Rev.  1). 

f  Finally,  die  coastal  states,  just  as  any  other  states,  would  have  the  right 
to  participate  in  the  exploitation  of  the  resources  of  the  sea-bed  area  be- 
yond the  limit  of  national  Jurisdiction,  either  through  the  international 
enterprise  to  be  established  or  through  their  own  entities  in  asso- 
ciation with  the  International  Sea-bed  Authority  to  be  established. 

The  Law  of  the  Sea  Conference  would  regulate  in  detail  the  methods 
of  drawing  baselines  for  the  purpose  of  determining  Internal  Waters, 
Territorial  Sea,  Contiguous  Zone,  Exclusive  Economic  Zone  and  Con- 
tinental shelf  Most  of  die  rule  for  determining  the  baselines  would  be 
taken  out  from  the  customary  or  existing  conventional  international  law 
except  those  with  regard  to  the  drawing  of  baselines  of  archipelagic  states. 

The  new  Law  of  die  Sea  would  also  determine  the  regime  for  Internal 
Waters  which,  in  general,  reconfirms  the  existing  regime  of  international 
law  concerning  Internal  Waters.  The  new  Law  of  the  Sea  would  further  es- 
tablish die  limit  of  12-nautical  mile  for  Territorial  Sea,  dius  setdes  once 
and  for  all  the  evasive  and  perplexing  issue  through  the  ages  with  regard 
to  the  limit  of  the  Territorial  Sea.  It  also  clarifies  some  of  the  ambiguities 
in  the  past  with  regard  to  the  legal  regime  of  Inriocent  Passage.  The  new 
Law  of  the  Sea  generally  retains  the  legal  regime  for  Contiguous  Zone,  ex- 
cept that  its  limit  now  would  be  extended  from  12  to  24  nautical  miles 
from  the  baselines  from  which  the  Territorial  Sea  is  measured. 
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The  new  Law  of  the  Sea  revolutionizes  the  traditional  international 
law  by  recognizing  the  regime  of  Exclusive  Economic  Zone,  thus  re- 
cognizing the  right  of  coastal  states  to  safeguard  the  natural  resources 
along  their  coasts.  This  is  one  of  the  most  important  resolutions  of  the 
Law  of 'the  Sea  Conference.  It  will  have  far-reaching  significance  for  the 
region  of  Asia.  Under  the  new  Law  of  the  Sea,  the  resources  along  the 
coasts  of  all  coastal  states  could  now  be  used  to  the  maximum  for  the 
benefit  of  the  coastal  states  concerned,  taking  into  account  the  right  of 
certain  participation  by  the  land-locked  and  the  "geographically  disad- 
vantaged states"  in  the  region  or  sub-region.  The  resources  could  no 
longer  be  the  sole  preserve  of  the  highly  developed  far  distant  fishing 
nations  as  was  the  case  in  the  past. 

The  implementation  of  the  Exclusive  Economic  Zone  concept  for  the 
Asian  Region  is  really  a  response  to  the  unbridled  and  uncontrolled  ex- 
ploitation of  the  living  resources  along  the  coast  of  the  Asian  countries  by 
the  far  distant  highly  industrialized  and  technologically  advanced  coun- 
tries to  the  detriment  of  the  economic  development  of  the  developing 
coastal  states  of  Asia  themselves.  The  traditional  notion  of  the  freedom  of 
fishing  beyond  the  limit  of  Territorial  Sea  has  meant  in  the  past  practices 
the  freedom  of  highly  developed  and  technologically  advanced  fishing 
nation  to  catch  all  the  fish  they  could  catch  wherever  they  are;  even  far 
away  from  their  homeland  and  so  much  closer  to  the  coasts  of  other 
states.  Such  freedom  of  fishing  has  widened  the  gap  between  the  highly 
developed  fishing  nations  and  most  of  the  developing  coastal  states  of 
Asia,  and  thus  has  contributed  to  the  depletion  of  the  fishing  resources  in 
many  part  of  the  world  especially  in  Asian  waters. 

The  new  Law  of  the  Sea  would  regulate  these  matters  so  that  the  living 
resources  of  the  Oceans,  especially  the  Exclusive  Economic  Zones,  could 
be  used  for  the  benefit  of  the  developing  countries,  primarily,  for  the 
benefit  of  the  developing  coastal  states  themselves. 

The  new  Law  of  the  Sea  would  also  recognize  the  sovereign  rights  of 
the  coastal  states  over  its  continental  shelf  While  under  existing  tra- 
ditional and  conventional  international  law  the  sovereign  right  of  the 
coastal  states  over  the  natural  resources  of  the  continental  shelf  was 
limited  to  the  limit  of  200  meter  isobath  or  beyond  that  to  the  limit  where 
the  depth  of  superjacent  waters  still  admits  of  the  exploitation  of  the 
natural  resources  of  the  seabed  area  (the  limit  of  "exploitability"),  the 
new  Law  of  the  Sea  would  also  revolutionize  the  limit  by  recognizing  the 
extension  of  continental  shelf  to  at  least  200  miles  from  the  baselines  or 
beyond  that  throughout  the  natural  prolongation  of  the  land  territory  of 
the  coastal  states.  The  notion  of  "natural  prolongation"  would  now  in- 
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elude  the  normal  geological  shelf,  the  slope,  and  the  rise.  The  notion  of 
"shelf  now  extends  to  the  "outer  edge  of  the  continental  margin". 

At  this  very  moment,  the  Law  of  the  Sea  Conference  is  still  grappling 
with  the  problems  of  defining  precisely  the  limit  of  the  outer  edge  of  the 
continental  margin.  Some  states  still  insist  that  the  notion  of  continental 
shelf  could  not  go  beyond  200  miles  from  the  baselines  from  which  the 
territorial  sea  is  measured,  and  it  is  inevitable  to  discuss  the  condnental 
shelf  beyond  the  200  miles,  they  could  only  do  so  if  and  when  a  sads- 
factory  solution  is  reached  for  the  sharing  of  revenues  derived  from  the 
exploitation  of  the  seabed  resources  beyond  the  200  miles  limit.  It  is 
therefore  likely  that,  should  the  new  Law  of  the  Sea  Conference  re- 
solution recognize  die  sovereign  rights  of  the  coastal  states  over  the  re- 
sources of  the  condnental  shelf  to  the  outer  edge  of  the  continental 
margin,  such  a  recognition  would  have  to  be  accomjsanied  by  a  more 
precise  limitation  of  the  margin  and  a  much  more  reasonable  revenue 
sharing  formula  on  the  benefits  to  be  derived  from  exploiting  the  natural 
resources  of  the  continental  margin  beyond  the  limit  of  200  miles. 

The  new  Law  of  the  Sea  would  also  regulate  various  issues  with  re- 
gard to  the  regime  of  Exclusive  Economic  Zone  and  Continental  Shelf, 
such  as  the  regime  of  marine  scientific  research  and  the  preservation  of 
the  marine  environment  in  the  Zone,  the  right  of  navigation  and  over- 
flight of  other  states,  the  right  of  laying  submarine  cables  and  pipelines, 
and  die  problems  of  constructing  structures,  installations  and  artificial 
islands  either  in  the  Exclusive  Economic  zone  or  on  the  Continental  Shelf 


2.  Archipelagic  and  Island  States 

The  new  Law  of  die  Sea  would  also  recognize  and  reaffirm  die  con- 
cept of  archipelagic  states  which  during  the  last  two  decades  has  been 
practiced  by  some  states  in  the  Asian  region,  especially  by  Indonesia  and 
the  Philippines,  and  recently  by  Fiji  and  Papua  New  Guinea.  Aldiough 
the  regime  of  archipelagic  state  to  be  recognized  by  die  Law  of  the  Sea 
Conference  would  not  be  as  strong  as  desired  by  some  of  the  archipelagic 
states  themselves,  die  future  regime  of  archipelagic  states  under  the  New 
International  Law  of  die  Sea  would  seem  to  be  a  regime  that  would  safe- 
guard the  balance  of  interests  between  the  archipelagic  states  and  odier 
states  which  might  have  interests  in  the  archipelagic  waters. 

The  Law  of  the  Sea  Conference,  as  far  as  die  archipelagic  states  are 
concerned,  would  recognize  the  right  of  the  archipelagic  states  to  draw" 
straight  archipelagic  baselines  joining  the  outermost  points  of  the  outer- 
most islands  and  drying  reefs  of  the  archipelago  (Article  47  paragraph  1 
of  die  ICNT  Rev.  1),  thus  guaranteeing  the  unity  of  the  archipelagic 
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States.  The  waters  enclosed  by  such  baseline  would  be  considered  "archi- 
pelagic waters"  over  which  the  archipelagic  state  would  have  territorial 
sovereignty  over  the  waters,  their  air  space,  their  sea-beds  and  sub-soil  as 
well  as  over  all  the  natural  resources  contained  therein  (Article  49  of  the 
ICNT  Rev.  1). 

An  "Archipelagic  State"  is  defined  as  a  State  "constituted  wholly  by 
one  or  more  archipelagoes  and  may  include  other  islands",  while  an 
"archipelago"  is  defined  as  a  "group  of  islands,  including  parts  of 
islands,  inter-connecting' waters  and  other  natural  features  which  are  so 
closely  interrelated  that  such  islands,  waters  and  other  natural  features, 
form  an  intrinsic  geographical,  economic  and  political  entity,  or  which 
historically  have  been  regarded  as  such"  (Article  46  of  the  ICNT  Rev.  1). 
However,  not  every  island  group  would  qualify  as  an  archipelago,  be- 
cause the  group  of  islands  should  be  sufficiently  compact  in  order  to  be 
regarded  as  a  single  whole.  Thus,  the  Law  of  the  Sea  Conference  re- 
solution would  limit  the  application  of  the  archipelagic  principles  to  only 
island  States  which  would  meet  the  following  requirements: 

a.  The  maximum  permissible  length  of  baselines  shall  not  exceed  100 
nautical  miles,  except  that  up  to  three  percent  of  the  total  number  of 
baselines  enclosing  any  archipelago  may  exceed  that  length  up  to  a 
maximum  length  of  125  nautical  miles; 

b.  Such  baselines  shall  enclose  an  area  whose  ratio  of  water  to  land  area 
is  between  one  to  one  and  nine  to  one. 

Under  this  definition,  many  island  states  in  the  Asian  Region  would 
not  qualify  as  archipelagic  States,  either  because  the  water-ratio  to  be  en- 
closed by  the  baselines  would  be  too  great  (more  than  9  to  one)  or  too 
small  (less  than  one  to  one).  These  island  States,  under  the  regime  of 
islands,  however,  would  continue  to  have  the  right  to  territorial  sea  of  12 
miles,  contiguous  zone  of  24  miles,  exclusive  economic  zone  of  200  miles, 
and  the  continental  shelf  up  to  the  outer  edge  of  their  continental  margin 
(Article  121  (2)  of  the  ICNT  Rev.  1  ). 

The  recognition  of  the  unity  between  the  land,  the  water,  the  air  space 
and  all  the  resources  of  the  archipelagic  state  is  one  of  the  most  signi- 
ficant developments  under  the  new  Law  of  the  Sea  Conference  which  is  so 
important  for  a  developing  archipelagic  state.  Such  recognition  would 
enable  the  archipelagic  state,  which  consists  of  so  many  islands,  to 
strengthen  their  national  unity,  political  stability,  national  economic  and 
social  developments,  as  well  as  the  promotion  of  their  national  security. 
What  is  more  important  is,  rightfully,  the  recognition  that  an  archi- 
pelagic state  has  the  right  to  draw  its  territorial  sea,  contiguous  zone,  ex- 
clusive economic  zone  and  continental  shelf  from  the  archipelagic  base- 
lines which  guarantee  the  unity  of  the  archipelagic  State. 
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On  the  other  hand,  the  Law  of  the  Sea  Conference  resolution  would 
also  recognize  the  legitimate  rights  of  other  states  in  and  through  the 
archipelagic  waters.  Firstly,  it  would  recognize  that  all  ships  have  the  right 
of  innocent  passage  through  the  archipelagic  waters  and  a  much  more 
liberal  right  of  passage  through  specified  sea  lanes  in  the  archipelagic 
waters.  Secondly,  neighbouring  countries  would  have  the  right  to  con- 
tinue traditional  fishing  rights  and  other  legitimate  activities  to  be  bila- 
terally regulated  between  the  archipelagic  state  and  the  neighbouring 
states  concerned. 

The  Law  of  the  Sea  Conference  would  also  regulate  the  methods  of 
drawing  straight  archipelagic  baselines,  the  regime  of  the  archipelagic 
waters,  the  right  of  the  archipelagic  state  to  make  rules  and  regulations 
with  regard  to  the  archipelagic  waters,  the  right  of  passage  through  archi- 
pelagic sea  lanes  and  the  method  of  designating  archipelagic  sea  lanes,,  as 
well  as  other  rights  and  interests  of  other  States  in  the  archipelagic  waters. 


Strait  States 

The  Strait  states  are  those  states  bordering  on  "straits  used  for  inter- 
nadonal  navigation"  between  one  area  of  the  high  seas  or  an  Exclusive 
Economic  Zone  and  another  area  of  the  high  seas  or  an  Exclusive  Econ- 
omic Zone.  There  are  several  straits  in  the  Asian  Region  which  are  im- 
portant for  international  navigation.  These  straits  would  become  na- 
donal/ territorial  seas  of  the  coastal  states  if  the  12  mile  limit  become  the 
limit  of  territorial  sea.  Under  the  existing  rules  of  International  Law,  the 
regime  of  passage  through  such  straits  would  be  the  regime  of  innocent 
passage,  although  according  to  article  16  (4)  of  the  Geneva  Convention  of 
1958  on  the  Territorial  Sea  and  the  Contiguous  Zone,  the  innocent 
passage  through  such  straits  could  not  be  suspended  in  view  of  the  fact 
that  the  straits  are  being  used  for  international  navigation. 

This  situation  has  created  serious  concern  to  highly  developed  mari- 
time and  global  Powers  because  such  a  situadon  would  cause  serious  dif- 
ficulties to  the  global  movement  of  their  naval  and  air  powers.  For  this 
reason,  these  Powers  have  been  fighting  for  the  recognidon  of  the  right  of 
"free  passage"  through  "straits  used  for  internadonal  navigadon"  which 
would  become  territorial  sea  under  the  regime  of  12  mile  limit.  The  Law 
of  the  Sea  Conference  resoludon  would  recognize  the  12  mile  territorial 
sovereignty  of  the  coastal  states  over  such  straits,  but  at  the  same  dme 
would  also  recognize  the  right  of  transit  of  other  states  through  such 
straits.  The  Law  of  the  Sea  Conference  would  regulate  in  detail  the  con- 
ditions for  the  exercise  of  the  transit  passage  as  well  as  the  right  of  the 
coastal  states  to  make  rules  and  reguladons  to  protect  its  safety,  security 
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and  environment  so  that  the  interests  of  the  coastal  states  and  the  tran- 
siting vessels  would  be  protected  in  a  balanced  manner. 

4.  States  Bordering  "Enclosed  or  Semi-Enclosed  Seas": 

The  new  Law  of  the  Sea  also  includes  a  new  and  special  regime  for 
states  bordering  "enclosed  or  semi-enclosed  seas".  Article  122  of  the 
ICNT  Rev.  1  defines'  "the  enclosed  or  semi-enclosed  seas"  as  "a  gulf, 
basin,  or  sea  surrounded  by  two  or  more  states  and  connected  to  the  open 
seas  by  a  narrow  oudet  or  consisting  entirely  or  primarily  of  the  terri- 
torial seas  and  exclusive  economic  zones  of  2  or  more  coastal  states". 

By  this  definidon,  there  would  be  plenty  of  enclosed  or  semi-enclosed 
seas  in  the  Asian  Region,  including  the  Red  Sea,  the  Andaman  Sea,  the 
Persian/Arabian  Gulf,  the  South  China  Sea,  the  Yellow  Sea,  the  Sea  of 
Japan  and  perhaps  the  Sea  of  Okhotsk.  It  may  also  include  the  Caspian 
Sea,  the  Black  Sea  and  the  Mediterranean  Sea.  It  does  not  include  the  seas 
within  the  archipelagic  waters  such  as  the  Sulu  Sea,  the  Java  Sea,  and  the 
Banda  Sea,  since  all  these  seas  are  bordered  by  only  one  state  and  have  al- 
ready been  included  within  the  meaning  of  the  archipelagic  waters  of  the 
state  concerned.  Under  the  new  International  Law  of  the  Sea,  states 
bordering  the  enclosed  or  semi-enclosed  seas  are  recommended  to  co- 
operate with  each  other  in  the  exercise  of  their  rights  and  duties,  especial- 
ly since  the  relevant  seas  would  be  completely  covered  by  the  Exclusive 
Economic  Zones  of  the  coastal  states.  From  this  point  of  view  there  would 
be  no  more  high  seas  within  the  enclosed  or  semi-enclosed  seas. 

The  n^  Law  of  the  Sea  would  also  require  the  coastal  states  to  co- 
ordinate the  management,  conservation,  exploration,  and  exploitation  of 
the  living  resources  of  the  enclosed  or  semi-enclosed  seas;  to  co-ordinate 
the  implementation  of  their  rights  and  duties  with  respect  to  the  pre- 
servation of  the  marine  environment;  to  co-ordinate  their  scientific  re- 
search policy  and  to  undertake  appropriate  joint  program  of  scientific  re- 
search in  the  enclosed  or  semi-enclosed  seas;  and  to  invite,  as  appro- 
priate, other  interested  states  or  internadonal  organizadon  to  cooperate 
with  diem  (Article  123  of  the  ICNT  Rev.  1). 

It  is  therefore  clear  that  the  regime  of  enclosed  or  semi-enclosed  seas 
is  recommendatory  in  nature.  Perhaps  it  should  be  so,  since  a  mandatory 
regime  on  enclosed  or  semi-enclosed  seas  which  would  be  completely  co- 
vered by  the  regime  of  exclusive  economic  zone,  would  be  contrary  to  the 
exercise  of  sovereign  rights  of  the  coastal  states. 
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IV.  LAND-BASED  PRODUCER  STATES 

Some  of  the  states  within  the  Asian  region,  such  as  Indonesia,  the 
Philippines  and  Papua  New  Guinea,  are  producers  or  potential  pro- 
ducers of  mineral  to  be  produced  from  the  sea-bed  area  beyond  the  limit 
of  national  jurisdiction.  As'  is  well-known,  one  of  the  most  important 
natural  resources  of  the  sea-bed  area  at  this  moment  is  the  manganese 
nodules,  containing  valuable  minerals  such  as  nickel,  cobalt,  mangaan, 
copper,  and  others.  In  terms  of  value,  nickel  is  one  of  the  most  im- 
portant resources  from  the  deep  sea-bed  area.  The  uncontrolled  produc- 
tion of  the  nodules  could  easily  affect  the  market  and  the  production  of 
nickel  and  other  minerals  from  the  area  within  the  limit  of  national  juris- 
dicdon.  Nickel  is  one  of  die  most  strategic  commodities  which  is  so  im- 
portant to  industrial  countries  and  whose  market  is  controlled  by  a  few 
highly  industrialized  countries.  Due  to  this  strategic  consideration,  the  in- 
dustrial countries  would  like  to  guarantee  independent  resources  for  dieir 
industries  at  die  cheapest  possible  prices.  The  very  same  objective  of  the 
highly  industrialized  countries  who  control  die  market  for  nickel  has  rais- 
ed serious  concern  among  the  producers  of  nickel,  especially  in  die 
developing  countries. 

The  new  Law  of  die  Sea,  in  trying  to  utilize  die  resources  of  die  sea- 
bed beyond  die  limit  of  national  jurisdiction  is  still  negotiating  on  an 
acceptable  solution  to  the  problem  of  production  from  die  sea-bed  so 
that  the  desire  of  a  few  highly  industrialized  countries  to  have  a  free  and 
cheap  access  to  the  sea-bed  resources  would  not  cause  serious  strains  to 
the  production  and  the  markets  of  the  developing  countries  which  also 
produce  the  same  minerals.  It  should  also  be  noted  that  the  ready  and 
cheap  access  of  the  few  highly  industrial  countries  to  the  sea-bed  re- 
sources would  not  be  to  the  general  advantage  of  mankind  and  the  Inter- 
national Authority  or  its  Enterprise  since  the  International  Audior- 
ity/Enterprise  would  not  be  able  to  sell  their  potential  products  at  a 
reasonably  remunerative  price  at  the  market  which  is  flooded  and  con- 
trolled by  die  highly  industrialized  consumer  countries  which,  at  die  same 
time,  also  get  abundant  access  to  die  sea-bed  resources.  It  is  therefore  es- 
sential that  the  production  of  die  minerals  from  the  sea-bed  area  beyond 
the  limit  of  national  jurisdiction  be  controlled  by  the  International 
Authority  through  the  establishment  of  a  reasonable  production  limit- 
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The  Law  of  the  Sea  Conference,  having  recognized  the  need  and  the 
principle  of  production  control  and  limitation  from  the  sea-bed  area  be- 
yond the  limit  of  national  jurisdiction,  is  still  negotiating  die  most  ap- 
propriate approach  and  the  precise  figures  for  such  limitations. 
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V.  CONCLUSIONS 

The  application  of  the  Law  of  the  Sea  Conference  resolution  to  the 
Asian  Region  has  many  implications: 

First,  the  variety  of  interests  of  the  Asian  states  on  the  Law  of  the  Sea 
matters  has  brought  various  problems  and  issues  among  the  Asian  coun- 
tries. It  is  expected  that  the  Law  of  the  Sea  Conference  would  setde  the 
matter,  including  the  problems  of  transit  for  land-locked  states,  in  a 
manner  that  would  bring  harmony  and  cooperadon  among  the  states 
concerned.  Without  the  Law  of  the  Sea  Conference  resolution,  the  various 
interests  involved,  if  pursued  to  its  end,  would  and  could  result  in  the 
confrontadon  rather  than  cooperation. 

Second,  the  Law  of  die  Sea  Conference  resolution  would  protect  the 
resources  of  the  seas  along  the  coasts  of  the  Asian  countries,  primarily  the 
resources  of  the  EEZ  and  the  condnental  shelf,  to  be  used  primarily  for 
the  benefit  of  the  peoples  concerned.  The  land-locked  and  die  "geo- 
graphically disadvantaged  states"  could  make  arrangements  with  die 
coastal  states  to  parucipate  on  an  equitable  basis  in  the  exploitadon  of 
certain  parts  of  the  living  resources  of  the  Exclusive  Economic  Zones.  It  is 
expected  that  this  arrangement  would  advance  cooperadon  among  the 
Asian  countries. 

Third,  the  ofF-shore  waterways  of  die  Asian  countries  would  now  be- 
come their  territorial  sea  or  seas  under  their  nadonal  jurisdicdon.  Serious 
care  has  been  taken  so  that  this  arrangement  would  not  cause  un- 
necessary hindrance  to  maritime  communicadon  and  transportadon  by 
formulating  the  right  of  transit  passage  through  straits  used  for  inter- 
national navigation,  while  maintaining  the  traditional  regime  of  inno- 
cent passage  through  other  kinds  of  straits. 

Fourth,  the  problems  of  national  unity,  political  stability,  economic 
development,  and  national  security  of  archipelagic  states  which,  due  to 
their  geographical  characteristics  as  composing  of  thousands  of  islands, 
have  now  been  answered  by  the  Law  of  the  Sea  Conference  by  re- 
cognizing their  special  circumstances  enabling  them  to  guarantee  their 
unity  as  a  single  whole. 

Fifth,  cooperation  among  the  Asian  countries  should  and  could  also 
be  further  promoted  in  the  future  by  the  recognition  of  a  special  regime 
for  enclosed  and  semi-enclosed  seas  which  surround  the  Asian  main- 
land. 

Sixth,  the  exploitation  of  the  minerals  from  the  sea-bed  area  beyond 
the  limit  of  national  jurisdiction  in  the  long-run  would  and  could  benefit 
the  Asian  Region,  provided  the  enterprise  could  work  immediately  and 
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effectively.  For  the  near  future,  however,  the  exploitation  of  the  re- 
sources would  benefit  more  the  highly  industrialized  and  technologically 
advanced  countries  which  control  the  market  of  such  minerals,  and  would 
pose  serious  problems  to  the  Asian  countries  which  produce  the  same 
minerals  from  the  area  under  their  national  jurisdiction  and  whose 
market  is  controlled  by  the  same  highly  industrialized  and  technological- 
ly advanced  countries. 

Finally,  it  should  be  recognized  that  the  loss  to  the  Asian  Region 
which  might  be  suffered  by  the  chaos  to  be  created  in  the  absence  of  the 
new  Law  of  the  Sea  Convention  would  be  much  greater  and  much  more 
intolerable  than  the  inconvenience  of  accepting  the  Law  of  the  Sea  Con- 
ference resolutions  which  broadly  are  satisfactory  but  short  of  meeting 
the  maximum  posidons  of  each  individual  states  in  the  Asian  Region. 
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THE  SOUTH  CHINA  SEA: 
CONSTRAINTS  TO  MARINE 
REGIONALISM 

Mark  J.  VALENCIA 


INTRODUCTION 

If  all  littoral  nations  of  the  South  China  Sea'  extend  their  marine 
jurisdiction,  the  entire  sea  would  become  a  mosaic  of  national  control. 
For  exclusive  econorhic  zones  (EEZs)  reaching  to  200nm  from  national 
base  lines,  this  control  would  comprise  sovereign  rights  for  the  purpose 
of  exploring,  exploiting,  conserving  and  managing  the  natural  resources 
whether  living  or  non-living,  of  the  seabed  and  subsoil  and  the  superja- 
cent waters,  and  jurisdiction  with  regard  to  marine  scientific  research  and 
the  preservation  of  the  marine  environment.^  The  rights  of  other  states  in 
a  coastal  state's  EEZ  will  generally  be  limited  to  freedom  of  navigation 
and  overflight  and  the  laying  of  submarine  cables  and  pipelines.* 

However,  extended  national  jurisdiaion  will  not  alter  the  facts  that: 
I)  marine  resources  are  often  transnational  in  distribution;  2)  the  ocean, 
as  a  continuous  fluid  system,  transmits  environmental  pollutants  and  im- 
pacts, and  3)  maritime  activities  transcend  the  projected  national  marine 
jurisdictional  boundaries. 

The  Informal  Composite  Negodating  Text  (Revision  1)  of  the  United 
Nations  Conference  on  the  Law  of  the  Sea  provides  that  states  bordering 


1  For  I  he  purposes  or  this  paper,  the  South  China  Sea  is  considered  to  extend  from  a 
souiiiwestcrn  boundary  along  the  3°00S  parallel  bet\N'een  Kalimantan  and  Sumatra, 
iiorlhcasl  to  an  imaginary  line  connecting  the  northern  tip  of  Taiwan  to  the  coast  of 
Fukicn,  China. 

2  United  Nations  Third  Conference  on  the  Law  of  the  Sea,  Eighth  Session,  Geneva,  19 
March  to  27  April  1979,  Informal  Composite  Negotiating  Text  (Revision  1),  (ICNT,  Rev. 
1),  Article  56  (Rights,  jurisdiction  and  Duties  of  the  Coastal  States  in  the  Exclusive 
Economic  Zone) 

3  Ibid.,  Article  .58  (Rights  and  Duties  of  Other  States  in  the  Exclusive  Economic  Zone) 
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semi-enclosed  seas  should  co-operate  with  each  other  in  the  exercise  of 
their  rights  and  duties  under  the  Convention.  Specifically,  they  shall 
endeavour  directly  or  through  an  appropriate  regional  organization  to 
co-ordinate  1)  the  management,  conservation,  exploration  and  exploita- 
tion of  the  living  resources  of  the  sea;  2)  the  preservation  of  the  marine 
environment;  and  3)  their  scientific  research  policies  and  programs.* 

For  the  South  China  Sea  region,  issue  categories  which  may  require  a 
multilateral,  possibly  regional,  approach,  include  dispute  avoidance  or 
settlement,  compensation  for  geographically  disadvantaged  entities,  con- 
tent of  jurisdiction  in  reladon  to  extraregional  users,  management  of 
fisheries  and  the  resource,  the  prevention  of,  and  remedial  action  for, 
transnational  polludon,  and  coordination  of  foreign  access,  technical 
assistance  and  indigenous  efforts  for  marine  scientific  research. 

However,  there  are  numerous  general  and  specific  constraints  which 
must  be  overcome  to  move  toward  functional  marine  regionalism  or  sub- 
regionalism.  Diverse  national  interests  based  on  development  priorities 
and  resource  sovereignty  and  security  concerns  will  affect  and  be  affected 
by  intraregional  polidcs  and  extraregional  influences.  Constraint  posed 
by  diverse  national  interests  will  be  exacerbated  by:  1)  marine  areal  and 
resource  inequides;  2)  boundary  disputes;  e.g.,  condnental  shelf,  ex- 
clusive economic  zones,  islands,  Chinese  historical  claims;  3)  variadon  in 
t\npe  and  content  of  jurisdicdonal  regimes;  4)  lack  of  mutual  under- 
standing by  policy  makers  of  transnadonal  marine  environment  and  re- 
source interdependencies  and  the  consequences  of  diverse  nadonal 
marine  policies  regarding  resource  exploitadon  and  environmental 
management;  and  5)  insufficient  indigenous  technical  and  managerial  ex- 
pertise with  a  marine  focus. 


PHYSICAL  GEOGRAPHY 

The  South  China  Sea  is  a  northeast-southwest  elongated  semi- 
enclosed  sea  of  3.5  x  lO*^  km'  area  situated  between  the  Pacific  and' Indian 
Oceans.^  It  separates  the  Asian  mainland  in  the  northwest  from  an  archi- 
pelagic rim  to  the  southeast;  90  percent  of  its  circumference  is  occupied 
by  land.^^  There  are  two  deep  embayments  on  its  north-western  margin, 

4  United  Nations,  supra  n.  2,  Article  123  (Cooperation  of  Stales  Bordering  Enclosed  or 
■Senii-cnrlosed  Seas) 

.5  John  C.  Marr,  "Fisherv  and  Resource  Managenu-nt  in  Southeast  Asia",  Resources/or  the 
Future.  Paper  No.  7  tn  a  series  prepared  for  the  Program  of  International  Studies  of 
fisluTv  Arrangements  (February,  1976),  p.  4 

r,  Lewis  Alexander,  "Regional  Arrangements  in  the  Oceans",  American  Journal  of  Inter- 
national  Law,  v.  71,  p.  91  "  y  ' 
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the  Gulf  of  Tonkin  and  the  Gulf  of  Siam.  The  Sea  is  directly  connected 
with  the  Andaman  Sea  and  the  Indian  Ocean  to  the  southwest  through 
the  Singapore— Malacca  Straits  bordered  by  Indonesia,  Malaysia  and 
Singapore.  The  direct  connection  with  the  Pacific  Ocean  into  the  north- 
east is  through  the  Straits  of  Formosa  between  China  and  Taiwan,  Bashi 
Channel  between  Taiwan  and  the  Philippines,  and  several  channels  in  the 
Batan  and  Babuyan  Islands  of  the  Philippines.  Numerous  indirect  inter- 
oceanic  connections  exist  via  the  archipelagic  rim.  The  Philippines,  Indo- 
nesia, Singapore,  Taiwan  and  the  heavily  populated  area  of  Hong  Kong 
are  island  entities.  Malaysia  consists  of  a  peninsula  and  a  portion  of  a 
large  island,  separated  from  each  other  by  the  South  China  Sea.  Thai- 
land consists  partially  of  a  long  isthmus  truncated  by  the  international 
border  with  Malaysia.  Cambodia,  Vietnam,  Laos  and  part  of  Thailand 
together  comprise  a  peninsula. 

The  South  China  Sea  can  be  bathymetrically  divided  into  the  deep 
China  Sea  Basin  in  the  northeastern  portion,  extending  over  1,775  x  lOe 
km^  or  52  percent  of  the  total  area,  and  extensive  continental  shelf  areas 
comprising  1,745  x  lOe  km^  or  48  percent  of  the  total  area.'  The  China 
Sea  Basin  reaches  a  maximum  depth  of  5016  m  off  Palawan  and  contains 
a  central  abyssal  plain  of  about  4300  m  average  water  depth.*  Numerous 
bathymetric  highs  and  island  groups  are  situated  on  the  continental 
slope,  e.g.,  Macclesfield  (Chunsha)  Bank,  Pratas  Reef,  and  the  Paracels 
(Hsisha).  The  Dangerous  Ground,  a  collection  of  reefs,  banks  and  islands, 
including  Spratly  (Nansha)  Island,  in  the  southwest  and  Reed  Bank  in  the 
northeast,  is  situated  in  the  eastern  center  of  the  South  China  Sea.  Shoals, 
e.g.,  Scarborough  and  Truro,  are  also  found  to  the  north  within  the  deep 
basin. 

The  continental  shelf  areas  include  the  Mainland  Shelf  extending 
from  the  Formosa  Strait  through  the  Gulf  of  Tonkin,  the  Sunda  Shelf  un- 
derlying the  southwestern  South  China  Sea  including  the  Gulf  of 
Thailand,  and  the  narrow  shelves  of  western  Palawan  and  Luzon. 
Numerous  island  groups  and  shoals  are  also  situated  on  the  shelves.  Two 
major  series  of  petroliferous  Tertiary  basins  underlie  a  portion  of  the  Gulf 
of  Thailand  and  the  northeastern  edge  of  the  Sunda  Shelf;  the  latter  series 
possibly  extends  from  the  Asian  mainland  to  the  archipelagic  rim.  Small 
petroliferous  basins  are  also  scattered  dirough  the  coastal  and  marine 
areas  of  the  archipelagoes.'' 

7  Mark  j.  Valciuia,  "Tlu-  Somli  Cliiiia  Sea:  Prospects  for  Marine  Regionalism".  .Mannc 
Poliq  (April,  1978),  p.  87 

8  Mark,  [.  Valencia,  "Souili  China  Sea;  Present  and  Potential  Coastal  Area  Resource  Use 
Conllicts",  Ocean  Management,  v,     (  1978),  p.  1-37 

9  Ibid.,  p.  4 
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The  South  China  Sea  region  is  situated  almost  entirely  between  the 
Tropic  of  Cancer  and  the  Equator  and  is  under  the  influence  of  a  tropical 
monsoonal  climatic  regime.  North  of  the  Equator,  the  dry  monsoon  with 
northeasterly  winds  extends  from  October  to  April  and  the  wet  monsoon 
with  southwesterly  winds  lasts  from  May  to  September.'"  The  coastal  and 
maritime  climates  and  hence  the  coastal  landforms  and  coastal  and 
marine  biological  systems,  as  well  as  the  way  of  life  of  the  inhabitants,  are 
similarly  tropical  monsoonal  throughout  much  of  the  region. 

Surface  currents  in  the  South  China  Sea  are  also  gready  influenced  by 
the  monsoon  regime.  During  the  southwest  monsoon,  northeasterly 
currents,  intensified  in  the  western  portion  of  the  sea,  dominate  the  sur- 
face flow.  However,  a  weaker  southwesterly  return  flow  develops  in  the 
central  eastern  portion  off  Borneo,  producing  an  anticyclonic  circulation 
pattern.  These  condidons  are  reversed  during  the  northeast  monsoon 
with  intense  southwesterly  surface  flow  along  the  western  border 
countered  by  a  weaker  northeasterly  flow  in  the  central  eastern  portion 
forming  a  cyclonic  circuladon  pattern."  Since  the  surface  flow  reverses 
direction  twice  each  year  and  there  is  a  counter  current  producing  a  cir- 
culatory gyre  even  at  the  peak  of  each  monsoon,  flushing  rates  of  surface 
layer  pollutants  may  be  quite  low.  Certainly  in  the  Gulf  of  Thailand, 
water  movements  at  all  depths,  and  thus  flushing  rates,  are  weak  through- 
out the  year. 

Primary  productivity  is  relatively  high  (1.0  g  C/mVday)  over  the  Sunda 
Shelf,  particularly  in  the  Gulf  of  Thailand,  along  the  east  coast  of  the 
Malay  Peninsula  and  between  Sumatra  and  Borneo,  and  low  (less  than 
0.5  g  C/mVday)  over  the  deep  areas.'^  Producdon  of  fish,  crustaceans  and 
mollusks  is  thus  highest  in  the  shelf  areas.  Tropical  marine  ecosystems, 
such  as  those  in  the  South  China  Sea,  generally  consist  of  large  numbers 
of  species  with  individuals  of  shorter  life  cycles  as  compared  to  higher 
latitude  ecosystems.  Thus,  in  the  South  China  Sea,  coastal  fisheries  are 
based  on  large  numbers  of  short-lived  , species.'^  Some  resources,  e.g., 
various  species  of  sardines,  mackerel  and  tuna,  will  be  shared  by  a 
number  of  nadons. 


10  Mark  J.  Valencia,  "The  South  China  Sea:  Prospects  for  Marine  Regionalism",  subra  n.  7 
p.  88-89  •    Z'  • 

1  1  Mark  J.  Valencia,  "South  China  Sea:  Present  and  Potential  Coastal  Area  Resource  Use 
Confiicrs",  supra  n.  8,  p.  7 

12  Ibid.,  p.  7-9 

13  lUd. 
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THE  CONTEXT  OF  CONSTRAINTS  TO  MARINE  REGIONALISM: 
DIVERSE  NATIONAL  INTERESTS 

There  are  no  fundamental  cohesive  ocean  management  poHcies  per  se 
in  the  entities  of  Southeast  Asia.  Components  of  ocean  management 
policy  are  derived  from  more  fundamental  considerations,  e.g., 
historical/cultural  perspectives,  the  current  political  setting,  develop- 
ment priorities,  internal  and  external  security  concerns,  and  inter- 
national relations.  Therefore,  such  ocean  management  policies  as  do  or 
will  exist  have  evolved  or  will  evolve  from  economic  and  political  trade- 
offs within  and  between  these  domestic  and  international  priorities. 

Historical/Cultural  Perspectives 

There  are  several  aspects  of  historical/cultural  perspectives  that  may 
be  of  relevance  to  the  evolving  policy  positions  of  countries  concerned 
with  transnational  marine  management  issues  in  Southeast  Asian  Seas. 
These  include:  ( 1)  intrinsic  historical/cultural  perspectives  regarding  the 
sea  and  its  uses,  i.e.,  maritime  traditions;  (2)  marine  and  extramarine 
historical/cultural  relationships  among  countries  in  the  region;  (3) 
colonial  history  of  the  region,  including  the  role  of  the  sea,  as  it  affects 
perspectives  on  intra-  and  interregional  relationships;  and  (4)  post  World 
War  II  history,  and  the  realpolitik  of  today. 

Almost  all  countries  in  Southeast  Asia  have  frontage  on  a 
Mediterranean-like  sea.  Man's  reladon  to  the  sea  in  Southeast  Asia  is 
historic  and  human  maritime  activities,  particularly  trade,  fishing  and 
war,  have  historically  ranged  well  beyond  the  proposed  extended 
maritime  boundaries.  Also,  the  historically-determined  distribution  of 
cultural-linguistic  groups  in  Southeast  Asia,  as  well  as  their  activities, 
overlap  current  territorial  and  project  maritime  boundaries. 

Gradually  over  the  past  two  millennia,  foreigners,  both  eastern  and 
western,  became  aware  of  the  natural  wealth  that  Southeast  Asia  had  to 
offer.  They  initially  obtained  the  goods  of  the  region  from  indigenous  in- 
termediaries who  controlled  the  sources  of  the  goods.  Eventually,  how- 
ever, the  foreigners  began  to  desire  a  direct  contact  of  their  own  with 
these  sources  and  following  die  shattering  of  the  Srivijaya  domain  in  the 
eleventh  century,  the  Javanese  system  in  the  sixteenth,  and  the  hold  of  the 
mainland  capitals  in  the  nineteenth,  they  were  able  to  make  good  their 
wish.  By  the  beginning  of  the  twentieth  century,  the  penetration  and 
opening  of  Southeast  Asia  had  reached  a  point  where  foreigners  had 
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come  to  dominate  politically  and/or  economically  vast  portions  of  the 
region.'^ 

World  War  II  had  a  tremendous  and  lingering  socio-cultural, 
economic,  and  political  impact  on  the  region.  Most  of  the  region's  en- 
tities were  under  Japanese  occupation,  a  fact  which  led  to  western 
development  of  alternative  sources  and  subsdtutes  for  their  raw  materials, 
and  thus  extraregional  economic  compedtion  which  continues  today; 

Current  Polidcal  Setting 

The  political  endties  surrounding  the  South  China  Sea  include  the 
capitalist,  Western-oriented  ASEAN  block  comprising  the  eastern  and 
southern  rim  -  -  the  Philippines,  Indonesia,  Singapore,  Malaysia  and  Thai- 
land; the  socialist  states  comprising  the  northwestern  and  northern 
rim  -  -  Cambodia,  land-locked  Laos,  Vietnam  and  China;  politically- 
isolated  Taiwan;  the  Bridsh  dependencies  of  Brunei  and  Hong  Kong;  and 
the  Portuguese  colony  of  Macao. 

With  the  exception  of  Thailand,  all  the  polidcally  independent  states 
in  the  region  have  achieved  that  status  or  have  experienced  society 
transformmg  movements  within  the  last  quarter  century.  Many  of  these 
states  are  still  struggling  with  basic  problems  such  as  die  creation  of  a 
sense  of  national  identity  among  the  populace,  territorial  integrity,  or  es- 
tablishment of  a  viable  economic  and  social  system.  Attempts  to  forge 
national  unity  and  to  sharpen  territorial  boundaries  have  led  to  external 
and  internal  disputes  and  conflict.  These  factors  tend  to  introduce  a 
nationalistic  fervor  into  intraregional  affairs. 

This  scene  serves  as  a  backdrop  for  the  redpolitik  of  today  -  the  Indo- 
chinese  revolution  and  Viemamese  domination  of  Indochina,  the  con- 
comitant Chinese-SovietA^ietnamese  tension,  ASEAN  co-operation  and 
competition,  and  the  strong  political  and  economic  interests  and  involve- 
ment of  the  United  States  and  Japan  in  the  region. 

Within  ASEAN  itself  political-economic  relations  are  cordial  but 
competitive  and  perhaps  unstable  in  the  long-term.  For  example, 
Thailand  must  maintain  a  precarious  balance  between  her  own  political- 
economic  system  and  those  of  her  socialist  neighbors.  The  Muslim 

14  J;K^Whi,rnore,  1977  "The  Opening  of  Southeast  Asia:  Trading  Patterns  Through  the 
S  Zl;.'"  ;     P  '  ^-^-^^       Social  inuracaon  in  Southeast 

V   sitvTf  M  ^hi^'"  r      ""r  ^''""^"^'^  ^-higan :  The  Uni- 

versity of  Michigan,  Center  for  Southeast  Asian  Studies,  1977)  pp.  139-154 

"  foXlTngrre^"'"'"'  ^-.'George  Philip,  London  (1979,  2nd  edition. 
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irredentist  movement  in  the  south  may  eventually  irritate  relations  with 
Malaysia.  Indonesia,  by  virtue  of  her  size,  populadon,  GNP,  oil  and 
military  posture,  is  clearly  the  leader  of  the  ASEAN  block,  although  this 
jealously- guarded  role  has  in  die  past  been  ignored  by  other  ASEAN 
members.  Indonesia  attacked  Singapore  and  Malaysia  during  Soekarno's 
Konjrontasi,^^  and  her  long-term  potential  for  expansion  must  be  con- 
sidered in  the  light  of  past  expansion  in  West  Irian  and  Timor."  Brunei 
will  reluctandy  be  given  independence  in  1983  and  Malaysia  and  other 
nations  may  try  to  influence  her  polidcal  destiny.'*  As  a  sovereign  enclave 
of  successful  Chinese  entrepreneurship  in  a  less  developed  Malay  world, 
Singapore  often  projects  a  seige  mentality  and  may  be  in  a  tenuous  posi- 
tion for  the  long-term.  Malaysia  and  the  Philippines  have  not  yet  resolved 
the  Sabah  issue  to  Malaysia's  satisfaction,"  and  the  successionist  Muslim 
movement  in  the  Philippines  probably  creates  tensions  between  the 
Philippines  and  her  Muslim  neighbors.-"  Economically,  several  of  the 
ASEAN  countries  produce  the  same  raw  materials  for  their  national  live- 
lihood and  the  resulting  direct  compedtion  for  credits,  investment, 
assistance  and  markets  will  increase  concomitant  with  development. 
Other  more-far-fetched  or  longer  term  indigenous  polidcal  changes 
could  create  instability  within  ASEAN,  e.g.,  succession  of  Sabah  or 
Sarawak  from  the  Federation  of  Malaysia,  coups  or  political  revolutions 
in  Thailand  or  the  Philippines,  or  racial  disorder  in  Malaysia. 

In  the  wake  of  the  successful  Indochinese  revolution,  the  United 
States,  the  Soviet  Union  and  China  are  vying  for  spheres  of  influence 
within  the  region,  thus  creating  or  fostering  instability.  Indeed,  the  Kam- 
puchean-Vietnamese  conflict  could  be  viewed  as  a  proxy  war  of  China 
and  the  Soviet  Union.  China,  fearing  encirclement  by  Soviet  allied  states 
on  her  southern  flank  had  encouraged  Kampuchea  to  provoke  and  to 
resist  Vietnam  while  simultaneously  bringing  direct  pressure  to  bear  on 
Vietnam  along  their  common  border.  At  this  juncture,  Laos  and  Viet- 
nam are  firm  allies  within  the  Soviet  sphere  of  influence,''  and  Vietnam's 


16  Donald  W.  Fryer,  Emerging  Southeast  Ada,  supra  n.  15,  p.  29 

17  Ibid. 

18  Anonvmous,  "The  First  21  Years  Show  Some  Success",  Far  Eastern  Economic  Review 
(September  1,  1978),  p.  51-52;  'Anonymous',  "Intelligence:  Brunei's  Bargain  OHor". 
Far  Eastern  Economic  Review  (March  1  1,  1977),  p.  5 

19  Anonymous,  "The  First  21  Years  Show  Some  Success",  supra,  n.  8 

20  Rodney  Taskcr,  "Rebels  Shift  to  New  Targets",  Far  Eastern  Economic  Review,  (December 
1,  1978),  p.  22-24 

21  David  A.  Andelman,  "Indochina  is  Adjusting  to  Peace",  !^ew  York  Times  (December  19, 
1976),  p.  4E 
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purported  goal  of  a  Federation  of  Indochina  has  moved  nearer  with  their 
conquest  of  the  China-backed  Kampuchean  regime.^''  Open  hostilities 
can  probably  continue  to  exist  between  China  and  Vietnam,  reflecting  the 
"cold  war"  situadon  between  China  and  the  Soviet  Union.  The  next  arena 
for  surrogate  conflict  may  be  Thailand  through  various  means  including 
violent  acts  by  rival  insurgent  groups.^* 

The  ASEAN  members  and  Brunei,  can  be  considered  economically 
and  politically  widiin  the  sphere  of  influence  of  the  West,  pardcularly  the 
United  States.  The  ASEAN  group  is  wary  and  vigilant  regarding  China's 
intentions,  particularly  vis-h-vis  the  overseas  Chinese  within  their  respec- 
nve  socio-economic  systems.  The  presence  in  almost  all  of  the  non- 
Communist  endties  of  insurgencies  ideologically  aligned  with,  and  sup- 
ported by,  die  Communist  Party  of  China  reinforces  this  fear.  However, 
normalizadon  of  U.S.  -  China  relations  is  generally  viewed  positively  in 
ASEAN  capitals  as  it  may,  in  their  perception,  provide  the  counter- 
balance to  Soviet  intendons  to  fill  the  power  vacuum.^* 

The  abrupt  normalization  of  reladons  between  China  and  the  United 
States  may  have  pardally  been  a  response  to  the  recent  gains  in  the  region 
of  a  perceived  common  enemy,  die  Soviet  Union,  pardcularly  the  mutual 
defense  agreement  with  Vietnam.^^  On  die  contrary,  Vietnam's  involve- 
ment in  Kampuchea,  apparendy  backed  by  the  Soviet  Union,  has  created 
alarm  in  ASEAN  capitals^^  and  may  precipitate  movement  towards  an 
ASEAN  defense  pact  or  at  least  closer  military  co-operation.  Vietnam  and 
China  are  both  wooing  ASEAN  members  in  order  to  stave  off"  further 
arenas  of  conflict  on  their  southern  marine  flanks.  However,  ASEAN 
capitals  have  received  these  overtures  coolly  in  a  remarkable  un- 
precedented display  of  high-level  polidcal  co-ordination." 


22  Rodney  Tasker,  "ASEAN  Unites  in  Anger",  Far  Eastern  Economic  Review,  (January  19 
1979),  p.  12-14;  Tai  Tong,  "Phnom  Penh's  Fall",  Far  Eastern  Economic  Review,  (Januan) 
26,  1979),  p.  8;  Rodney  Tasker,  "Condemnation  But  No  Confrontation",  Ibid.  (Tanuarv 
26.  1979),  p.  24-26  U-'-'^ary 

23  John  McBeth,  "Communists  at  the  Crossroads",  Far  Eastern  Economic  Review,  (lulv  27 
1979),  p.  30-31  '  -J  J 

24  Melinda  Liu,  "The  Long  March  to  Realism",  Far  Eastern  Economic  Review,  (December  29 
1978),  p.  10-12 

25  Rodney  Tasker,  "ASEAN  Unites  in  Anger",  supra  n.  22 

26  Ibid. 

fot>'!'^  f^^buff.  Far  Eastern  Economic  Review,  (September  29, 

197^),  p.  8;  Barry  Wain,  "ASEAN-Vietnam  Rift  Carries  Risks  ofPolitical  Polarization", ' 
Astan  Wall  .Street  Journal,  (January  26,  1979),  p.  9 
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Marine  Components  of  National  Interest 

Development  Priorities 

A  number  of  factors  are  influencing  evolving  national  perceptions  of 
the  ocean.  Among  these  are:  1)  technological  advances  in  marine  use  and 
resource  exploitation  capabilities;  2)  increased  national  awareness  of,  and 
expectations  for,  potential  ocean  resources;  and  3)  indications  that  a 
"common  property"  approach  to  ocean  resources  may  be  inefficient,  and 
advantageous  to  developed  countries. 

The  political  entities  of  the  South  China  Sea  marine  region  are,  in 
general,  developing  countries  with  a  low  per  capita  GNP  and  high  rates  of 
population  growth.  Although  only  three  political  endties  produce  off- 
shore hydrocarbons,  almost  all  have  high  expectations  for  its  discovery 
and  exploitation  in  their  jurisdictional  areas.  The  South  China  Sea  coun- 
ti"ies  are  generally  only  moderately  reliant  on  seaborne  trade  and 
petroleum  compared  to  the  rest  of  the  world.  However,  this  degree  of 
reliance  reflects  their  undeveloped  economies  rather  than  their  high 
dependence  on  sea  transport  for  export  of  their  primary  agricultural  and 
mineral  commodities  and  their  importation  of  manufactured  goods  and, 
for  some,  petroleum  products.  This  dependence  will  increase  in  conjunc- 
tion with  the  development  process. 

As  for  investment  in  the  marine  sector,  their  merchant  and  tanker 
fleets  are  of  moderate  size.  Their  capability  to  patrol  or  deter  unwanted 
entry  into  their  potential  marine  areas  is  generally  inadequate.  Research 
expenditures,  expertise,  education  in  marine  science,  and  technology  and 
capital  are  generally  insufficient  for  indigenous  development  of  their 
potential  marine  resources.  Thus,  knowledge  and  technology  transfer  are 
prime  marine  interests  of  these  coastal  nations.^* 

Although  anticipated  economic  benefits  may  be  a  prime  motivation 
for  jurisdictional  extensions,  such  extension  will  produce  unandcipated 
economic  and  political  side  effects.  The  zones  of  extended  jurisdicdon  will 
bring  more  area  and  more  types  of  activity  under  the  control  of  coastal 
states.  Coastal  states  will  have  to  develop  policies  and  efficient  manage- 
ment designs  for  the  space,  resources  and  the  increasing  varieties  of  activi- 
ty within  these  zones.  However,  in  many  nadons  the  administrative,  scien- 
tific and  technical  infrastructure  is  presendy  inadequate  for  efficient 
management.  Therefore,  management  policies  may  be  formulated 
without  critical  information  or  the  capacity  to  implement  them. 


28  Mark  J.   Valencia,   "Southeast  Asia:   National   iVlarine  Interests  and  Marine 
Regionalism",  Ocean  Development  and  International  Law  Journal  v.  5  (1978),  p.  422-476 
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The  recent  trend  toward  extended  maritime  jurisdictions  is  building 
interest  in  the  maritime  environment  and  its  potential  for  serving  the 
future  development  needs  of  the  region's  nations.  For  some  nations,  there 
is  a  wide  quality  of  life  gap  between  the  rich  and  the  poor,  between  the  ur- 
ban centers  and  rural  areas.  It  is  perhaps  a  political  imperative  that  these 
nations  bridge  that  gap  by  providing  a  modest  way  of  life  for  all  the  peo- 
ple. Within  the  constraints  of  internal  and  external  national  security  con- 
siderations and  international  political-economic  relations,  the  major  in- 
fluence on  state  ocean  policy  positions  is  thus  likely  to  be  the  "value" 
perception  of  ocean  resources;  i.e.,  how  ocean  resources  can  "best"  con- 
tribute to  "development"  and  to  narrowing  the  gap  between  "have"  and 
"have-nots". 


Diverse  development  priorities  may  present  pragmatic  obstacles  to 
regional    or   subregional    funcdonal   marine   co-ordinadon   or  co- 
operadon.  For  example,  the  time  frame  for  issue  development  is  an  im- 
portant factor  in  the  dynamics  of  nadonal  marine  interest.  This  dme 
frame  will  vary  with  the  issue  and  with  the  perspective  of  each  of  the  con- 
cerned actors.  There  may  be  a  lack  of  synchroneity  in  the  state  of  evolu- 
tion of  marine-relevant  sectors,  and  thus. fixed-term  development  plans. 
This  diversity  could  inhibit  co-operadon/co-ordinadon  of  sciendfic 
research  and  of  consent  to  specific  transnadonal  projects  proposed  by  ex- 
traregional  states.  A  range  of  perspective  and  condidons  among  coastal 
states  in  the  region  for  granting  of  consent  for  access  for  sciendfic  re- 
search by  extraregional  endties  may  foster  an  increase  in  the  diversity  of 
quantity,  quality  and  focus  of  scientific  research  in  nadonal  zones.  Diver- 
sity of  knowledge  may  lead  to  transnadonal  misunderstanding  and  dis- 
agreement regarding  national  management  of  pordons  of  transnational 
systems.  Also,  co-ordination  of  marine  environmental  reguladons  and 
their  enforcement  may  not  be  feasible  due  to  lack  of  synchroneity  in  per- 
spective on  environment-development  trade-offs,  the  perceived  variances 
of  environmental  vulnerability  of  different  regions,  and  the  concomitant 
variation  on  restrictiveness  and  sophisdcation  of  nadonal  reguladons  and 
their  enforcement  in  various  zones  of  jurisdiction. 

The  oft-mentioned  possibility  of  co-operadon  in  fisheries  manage- 
ment IS  Itself  fraught  with  constraints.  Nadonal  objectives  for  fisheries 
management  include  employment,  protein,  profit,  maintenance  of 
ruhural  traditions  and  national  pride  in  a  modern  fishing  fieet.  The  tim- 
mg  of  relative  emphasis  among  these  objectives  may  also  differ  from  na- 
tion to  nation  and  within  nations.  It  is  possible  that  for  migratory  or 
shared  stocks,  the  same  stocks  may  be  the  basis  for  fisheries  development 
plans  or  supply  strategy  of  more  than  one  country  within  or  outside  the 
rcKion.  Also,  a  problem  with  effort  on  migratory  species  is  that  increased 
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catch  in  one  national  zone  may  reduce  available  stocks  in  other  national 
zones  along  the  path  of  stock  migration. 

It  has  been  suggested  that  a  co-ordinated  policy  position  and  ex- 
change of  information  vis-a-vis  access  for  distant-water  fishing  states 
could  lead  to  improved  coastal  state  bargaining  positions,  increased 
technology  transfer,  and  provision  of  information  necessary  for  fisheries 
management.  However,  a  co-ordinated  policy  position  vis-a-vis  distant- 
water  fishing  entities  is  unlikely  because:  (1)  there  are  only  a  few  buyers  of 
access,  (2)'the  resource  varies  in  nature  and  value  geographically,  and 
(3)  terms  of  agreements  will  vary  with  the  nature  and  value  of  the  resource 
and  the  incentives  required  for  attracting  distant-water  exploiters.  In  any 
case,  the  potential  for  a  united  front  is  being  rapidly  reduced  as  time 
passes  and  separate  arrangements  with  coastal  states  by  distant-water 
fishing  entities  become  fait  accompli. 

Security  Concerns 

The  maintenance  of  newly  acquired  national  sovereignty  over  ocean 
resources  and  jurisdiction  over  ocean  space  has  underlying  national 
security  connotations  and  any  co-ordination  or  co-operation  cannot  be 
perceived  as  jeopardizing  this  basic  principle.  Creeping  sovereignty  may 
create  further  tension. 

Extended  jurisdiction  poses  external  security  problems  for  the 
region's  countries.  For  example,  countries  which  are  politically  and/or 
ideologically  opposed,  e.g.j  Vietnam  and  Indonesia,  Vietnam  and  the 
Philippines,  and  Vietnam  and  China,  will  be  brought  into  jurisdictional 
contact  or  overlap  with  each  other  in  the  South  China  Sea.  Nations  may 
attempt  to  extend  their  sea  borders  as  far  as  possible  to  give  them 
"breathing  room"  with  regard  to  their  new  neighbors,  and  for  insulation 
from  conflicts  involving  navies  of  major  powers.  A  wider  jurisdictional 
zone  may  also  be  perceived  as  enhancing  the  prospect  of  defense  £md  of 
arresting  foreign  violators  of  national  regulations. 

Initial  regimes  may  be  very  strict  and  the  undeveloped  surveillance 
and  enforcement  capabilities  of  these  nations  may  dictate  abrupt  and 
forceful  "exemplary"  measures  to  underline  national  control  over  ocean 
space  and  resources.  On  the  other  hand,  unsophisticated  navigational 
aids  and  lack  of  control  over  unorganized  groups  traditionally  operating 
across  the  new  maritime  borders  may  create  transnational  tension.  For 
example,  throughout  the  region,  fishermen  of  one  nation  who  have  fish- 
ed in  particular  areas  for  generations  will  find  these  fishing  grounds  sub- 
sumed by  a  neighboring  nation's  EEZ.  It  is  unlikely  in  the  short-term, 
that  these  fishermen  will  recognize  the  resource  sovereignty  of  the 
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neighboring  nation.  On  the  other  hand,  the  resource  ovmer  will  attempt 
to  exert  control  over  its  claimed  resources.  Conflict  between  fishermen 
and  the  enforcement  agency  will  produce  disputes  between  neighboring 
nations. 

Southeast  Asian  governments  have  regularly  faced  minority  political 
revolts,  some  aided  materially  by  other  nadons  from  within  and  outside 
of  the  region.  The  archipelagic  nations,  i.e.,  the  Philippines  and  Indo- 
nesia view  the  archipelagic  concept  as  a  political  framework  for  creating 
real  national  unity  among  widely  scattered  islands  and  subcultures. 
Others,  e.g.,  Malaysia,  Thailand  and  Singapore,  may  view  this  extension 
of  jurisdicdon  and '  its  strict  enforcement  as  the  potential  first  step  in  a 
creeping  sovereignty  which  will  eventually  transform  ocean  space  to 
national  territory.  For  Thailand  and  Malaysia,  such  acdon  could  become 
a  perceptual  wedge  between  national  units  by  potentially  threatening  sea 
communicadon  among  dissimilar  parts  of  the  same  country. 

Similar  conflicdng  percepdons  may  be  particularly  relevant  to  nadons 
which  claim  various  islands  and  their  attached  200nm  EEZs  in  the  South 
China  Sea.  Other  nadons  which  have,  or  may  become,  polidcally  isolated 
in  the  region  may  view  extended  jurisdiction  in  a  similar  fashion  vis-a-^is 
material  support  from  outside  the  region.  Also  germane  is  the  perceived 
primary  security  interest  in  islands  themselves  along  borders  and  in  the 
South  China  Sea.  This  is  due  to  their  strategic  locadon  and  to  the  present 
percepdon  that  land  is  of  more  nadonal  human  concern  than  sea  space. 

International  Relations 

The  security  concerns  of  extraregional  maritime  powers  both  coincide 
with,  and  diverge  from  regional  concerns.  The  maritime  powers  are 
directly  concerned  with  keeping  the  sea  lines  of  communication  open 
through,  and  within,  the  region  for  communication  with  "friendly" 
nations.  Thus,  any  move  that  might  be  considered  a  potendal  threat  to 
"freedom  of  navigation"  would  bring  the  usual  pressures  to  bear  perhaps 
including  a  "showing  of  the  flag".  An  outbreak  of  regional  hosdlides 
would  also  be  considered  a  potendal  direat  to  open  sealanes. 

The  South  China  Sea  islands  are  strategically  situated  in  regards  to 
these  sealanes  and  for  submarine  bases.  It  may  appear  that  the  present 
and  future  maritime  users,  China,  the  Soviet  Union,  Japan  and  the  United 
States,  have  a  common  interest  in  keeping  the  sealanes  open.  However, 
they  have  and  will  condnue  to  operate  behind  the  scenes  through  friendly 
regional  countries,  to  inhibit  one  another's  proxies  from  undue  control 
of  islands  or  sealanes  while  attempting  to  obtain  such  proxy  control 
themselves.  Such  maneuvers,  directly  concerning  either  territory  or  ocean 
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space,  or  resource-related  activities  in  areas  of  potential  conflict,  may 
only  irritate  relations  in  the  region  by  strongly  influencing  the  security 
perspectives  and  actions  of  the  region's  nations. 

Resource,  Sovereignty  and  Jurisdiction  Over  Resource  —  Related  Ac- 
tivities 

Resources  and  resource-related  activities  are  to  be  managed.  Impor- 
tant resources  include  oil  and  gas,  fish,  space,  and  environmental  quality. 
Activities  related  to  these  resources  include  oil  and  gas  ex- 
ploration/exploitation, fishing,  transportation/navigation,  scientific 
research  and  waste  disposal. 

a.  Boundary  Disputes  (Figure  1) 

Extended  jurisdiction,  boundary  delimitation  and  resolution  of 
boundary  disputes  will  determine  who  will  manage  the  resources  and  ac- 
tivities. The  content  of  each  national  jurisdictional  regime  and  the  im- 
plications for  other  nations  will  flow  from  these  developments.  Settle- 
ment of  jurisdictional  boundaries  may  thus  be  a  prerequisite  for  co- 
operation on  most  other  issues.  There  are  four  general  types  of  marine 
boundary  disputes  which  must  be  resolved:  continental  shelves,  EEZs 
legal  status  and  ownership  of  mid-ocean  islands,  and  Chinese  historical 
claims  to  much  of  the  South  China  Sea.  Elements  of  these  disputes  and 
the  categories  of  the  disputes  themselves  are  interrelated. 

The  baseline  of  a  coastal  state's  territorial  sea  is  a  foundation  for  the 
other  claims.  There  is  general  agreement  on  the  12nm  limit  for  the 
territorial  sea  among  the  coastal  states  and  entities  of  the  region,  although 
Brunei,  Singapore  and  Taiwan  still  retain  a  3nm  territorial  sea  for 
historical  reasons.  Nevertheless,  the  coastal  states  may  disagree  on  the 
adopdon  of  normal,  or  straight  baselines  from  which  the  territorial  sea  is 
measured.  Some,  e.g.,  China  and  Vietnam,  have  not  yet  specified  their 
baselines.  Also,  the  boundaries  of  the  archipelagic  claims  of  the  Philip- 
pines and  Indonesia,  international  issues  in  themselves,  will  be  used  as 
baselines  for  EEZ,  continental  shelf,  and,  for  Indonesia,  territorial  sea 
claims.  The  Philippines  claims  her  treaty  boundaries  as  the  limits  of  her 
territorial  waters. 

Most  of  the  region's  entities  have  declared  jurisdiction  over  their  con- 
dnental  shelves  and  ownership  of  the  resources  thereon  and  thereunder. 
Nine  bilateral  and  trilateral  continental  shelf  boundary  agreements  have 
been  signed  by  the  coastal  states  in  the  region.  All  of  these  agreements  in- 
volve Indonesia  and  mostly  concern  less  controversial  areas  outside  the 
South  China  Sea  proper.  Over  a  dozen  condnental  shelf  agreements 

28 


THE  SOUTH  CHINA  SEA 


Disputed  Areas  in  the  South  China  Sea 


N\\\N  AREAS  IN  DISPUTE  .  CHINA'S  HISTORICAL  CLAIMS 

'§^L-iO(\tAETBR  ISOBATH   ■ —  ESTIMATED  PHILIPPINES  E.E.Z.  . 

Disputed  Areas  in  the  Gulf  of  Thailand 
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between  the  various  coastal  states  are  still  required.^'*  Significant  disputes 
with  no  immediate  resolution  in  sight  include  those  between  Thailand 
and  Vietnam,  Thailand  and  Cambodia  and  Cambodia  and  Vietnam  in  the 
eastern  Gulf  of  Thailand,  that  between  Viemam  and  China  in  the  Gulf  of 
Tonkin,  and  diat  between  Indonesia  and  Vietnam  north  of  the  Natuna 
Islands  (See  Map).^° 

Continental  shelf  boundary  setdement  is  no  longer  a  high  priority  to 
Indonesia  primarily  because  agreement  has  already  been  reached  on  most 
boundaries.*'  Indonesia  has  apparently  taken  the  view  diat  the  need  to 
have  agreement  is  more  important  than  the  need  to  maintain  a  position 
which  may  be  more  costly  in  the  long  run.  Indonesia's  strategy  appears  to 
be  to  negotiate  bilaterally  with  each  bordering  country;  on  the  basis  of 
these  separate  agreements,  Indonesia  and  the  several  countries  concerned 
will  logically  proceed  to  a  multilateral  common  point. 

Vietnam  and  Indonesia  might  have  been  content  to  undertake  an 
economic  race  for  regional  supremacy  separated  by  hundreds  of  miles  of 
the  South  China  Sea.  With  extention  of  jurisdiction  to  their  respective 
continental  shelves.  Indonesia  and  Vietnam  have  not  only  become 
neighbors  but  actually  have  overlapping  continental  shelf  claims  north  of 
the  Natuna  Islands. 

The  area  of  overlap  may  have  hydrocarbon  potential;  in  fact,  both 
Vietnam  and  Indonesia  have  let  contracts  for  exploratory  drilling  in  areas 
immediately  nordi  and  south  of  the  disputed  area.  These  nations  are 
ideologically  and  politically  opposed  and  the  dispute  thus  has  potential 
national  security  implications.  Both  nations  need  any  oil  to  be  dis- 
covered —  Vietnam  for  development  and  independence  in  energy  re- 
sources and  for  Indonesia,  to  contribute  to  the  continuation  of  her  level 
of  lucrative  exports  while  satisfying  domestic  energy  demand.** 

29  Hasjim  Djalal,  Conflicting  Territorial  and  Jurisdictional  Claims  in  South  China  Sea:  In- 
donesian Quarterly,  v.  Ill,  no.  3,  July,  1979 

30  Stephen  W.  Ritterbush,  "Marine  Resources  and  the  Potential  for  Conflict  in  the  South 
China  Sea",  The  Fletcher  Forum,  v.  2  (January,  1978);  Gulf  of  Tonkin  dispute  from 
Anonymous;  Estimated  Philippines  EEZ  from  Philippines  Bureau  of  Coast  and 
Geodetic  Survey,  personal  communication. 

Anonymous,  "The  Truth  about  the  Sino-Vietnamese  Boundary  Question",  Beijing 
Review,  (May  25,  1979),  p.  14-19;  Anonymous,  "How  Did  the  Sino-Viemamese  Border 
Dispute  Come  About?"  Beijing  Review,  (May  25,  1979),  p.  19-2S 

31  Mark  J.  Valencia,  "Southeast  Asian  Seas;  National  Marine  Interests  Transnational 
Issues  and  Marine  Regionalism",  in  Chia  Lin  Sien  and  Colin  McAndrews,  eds..  Southeast 
Asian  Seas:  Frontiers  for  Development  (Pergamon  Press)  in  press 

32  Guy  Sacerdoti,  "Wijarso  Faces  Up  to  the  Oil  Ghost",  Far  Eastern  Economic  Review,  (June 
10,  1977),  p.  43 
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These  countries  must  rely  largely  on  multinational  capital,  technical 
expertise  and  equipment  for  offshore  hydrocarbon  development.  How- 
ever, multinationals  or  extra-regional  governments  are  unlikely  to  invest 
in  hydrocarbon  development  in  disputed  areas,  particularly  if  the  dispute 
is  serious  enough  to  threaten  the  security  of  their  investment.  Also,  the 
conditions  for  exploitation  and  export  of  any  oil  found  may  differ 
markedly  depending  on  which  nation  controls  the  resource.  Thus,  resolu- 
tion or  muting  of  boundary  disputes  may  be  a  prerequisite  for  develop- 
ment of  any  hydrocarbon  resources  in  this  area. 

Agreement  in  these  disputes  may  be  particularly  difficult  if,  as  in- 
dicated in  die  ICNT  Rev.  1,  any  such  disputes  are  to  be  resolved  on  the 
basis  of  equity  and  in  the  light  of  all  relevant  circumstances."  These 
boundaries  will  also  be  more  difficult  to  resolve  due  to  conflicdng  claims 
of  ownership  of  coastal  and  offshore  islands  and  the  application  of 
different  principles  to  continental  shelf  boundary  claims  and  delimita- 
tion -  adjacency,  exploitability,  median  line,  prolongation  of  the  con- 
tinental margin  and  equity. 

In  die  region,  the  Philippines,  Taiwan,  Vietnam  and  Cambodia  have 
declared  EEZs;"  Malaysia  and  Indonesia  will  do  so  soon.  The  South 
China  Sea  is  a  semi-enclosed,  largely  shallow  sea  widi  a  projected  pattern 
of  complex  jurisdictional  adjacencies  which  are  dependent  on,  and  in  part 
extensions  of  territorial  boundaries  between  independent  nations.  Lit- 
toral state  extension  of  resource  sovereignty  and  jurisdictional  limits  to 
200nm  will  create  or  exacerbate  existing  boundary  disputes  implicitiy  in- 
volving large  areas  of  the  Soudi  China  Sea.  Including  disputed  claims  to 
South  China  Sea  islands,  many  claimants  are  situated  witiiin  400nm  of 
one  anodier,  so  that  the  extended  jurisdictions  of  opposite  claimants  to 
200nm  will  overlap  in  many  sectors.  In  some  instances;  e.g.,  between 
Indonesia  and  Vietnam,  the  EEZ  boundary  may  not  be  the  same  as  that 
on  the  continental  shelf  because  of  the  application  of  different  principals 
such  as  equidistance  vs.  prolongation  of  die  continental  margin. 

The  disputed  ownership  of  numerous  obscure  islands  in  die  Soutii 
China  Sea  is  another  source  of  serious  disagreement  in  delimiting  sea 
boundaries  in  die  region.  Vietnam  and  China  bodi  continue  to  claim 

33  United  Nations  mpra  n.  2,  Article  83  (Delimitation  of  the  Continental  shelf  between  ad- 
jacent  or  opposite  States) 

34  Raymond  Yao  "Gun  Law  of  the  Sea",  Far  Eastern  EcoTumic  Review,  ( 1 7  June  1977)  p  25  • 
m9)  o  T'N''"Tf,°'f""J°°""  W<^1  Street  Journal.  (8  September,' 
R^.  (3  Februan^.  '978).  p.  23;  See  Presidential  Decree  No.  1599  (Establishing  an  Ex- 
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ownership  of  the  Paracel  Islands,  although  China  is  now  the  sole  occu- 
pant, having  forcibly  removed  South  Vietnamese  forces  in  January 
1974."  China  also  claims  the  Spratly  Islands  including  Reed  Bank  at  the 
northern  extremity  of  the  Dangerous  Ground  where  Philippine- 
sanctioned  exploration  and  drilling  operations  have  brought  strong 
Chinese  and  Vietnamese  protests. Parts  of  the  Spradys  and  the  Reed 
Bank  area  are  also  claimed  and/or  occupied  by  forces  of  Taiwan  and  Viet- 
nam." Because  of  their  negligible  size,  the  legal  status  of  many  of  the^ 
uninhabited  mid-ocean  islands  in  regards  to  extended  jurisdictional 
zones  would  also  be  open  to  controversy. 

Finally,  China's  historical  claim  to  much  of  the  South  China  sea  poses 
a  major  constraint  tor  regional  marme  activities  which  exclude  China. 
With  both  Viemam  and  China  maintaining  a  relatively  low  profile  regar- 
ding their  claims,  settlenient  may  be  some  time  in  coming,  particularly,  if 
these  unspecified  claims  are  to  be  used  as  political  leverage  vis-a-vis 
ASEAN.  Also,  knowledge  of  resources  may  be  a  prerequisite  to 
negotiations  on  the  basis  of  equity,  presenting,  together  vnth  restrictive 
positions  of  some  of  the  claimants  on  access  for  scientific  research,  a 
"Catch  22"  situation.  Finally,  a  country  must  be  perceived  as  politically 
stable  to  negotiate  a  lasting  agreement  and  this  attribute  is  not 
widespread  in  Southeast  Asia. 

b.  Diversity  of  Jurisdictional  Regimes  and  Content 

The  variety  of  jurisdictional  regimes  and  their  specific  content  as 
determined  by  national  interests  will  determine  how  the  resources  and 
resource-related  activities  are  to  be  managed.  Jurisdiction  over  ocean 
space  is  divided  three  ways — by  function,  by  distance  from  shore,  and 
vertically.  Jurisdictional  regime  types  in  Southeast  Asian  Seas  will  include 
internal  waters  (including  archipelagic  waters),  territorial  seas,  various 
types  of  straits,  historic  waters,  sealanes,  continental  shelves,  exclusive 


35  Hungdah  Chiu  and  Choon-Ho  Park,  "Legal  Status  of  the  Paracel  and  Spradey  Islands", 
Ocean  Development  and  International  Law  Journal,  v.  3,  No.  1  (1975)  p.  1-28;  Choon-Ho 
Park,  supra  n.  29,  p.  27-59;  Hungdah  Chiu,  "South  China  Sea  Islands;  Implications  for 
Delimiting  the  Seabed  and  Future  Shipping  Routes",  The^China  Quarterly,  (December, 
1977)  p.  743-765;  Russel  Spurr,  "Peking's  Inshore  Navy",  Far  Eastern  Economic  Review, 
(June  3,  1977),  p  30-31 

36  Bernard  Wideman,  "Manila,  Hanoi  at  Odds  Over  Isle  Oil",  The  Sunday  Star-Bulletin  and 
Advertiser,  (June  18,  197  7),  p.  A- 14. 

37  Hungdah  Chiu  and  Choon-Ho  Park,  supra  n.  34;  Choon-Ho  Park  supra  n.  29  p.  29; 
Corazon  M.  Siddayao,  The  Offshore  Petroleum  Resources  of  Southeast  Asia,  Potential 
Conflict  Situations  and  Related  Economic  Considerations,  Oxford  University  Press, 
Kuala  Lumpur  (1978),  p.  88-90 
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economic  zones,  security  zones  and  airspace.  Conditions  of  access  to 
resources  and  the  use  of  any  or  each  of  these  jurisdictional  zones  will  be 
determined  by  their  specific  content.  The  specific  content  of  national 
jurisdiction,  and  the  implementation  of  management  and  enforcement 
policies,  as  well  as  their  transnational  diversity,  will  be  determined  by 
nadonal  marine  interests. 

However,  the  form,  substance,  effectiveness  and  net  benefit  of 
national  management  designs  will  both  influence  and  be  influenced  by 
the  interests,  acdvides  and  policies  of  the  maridme  powers  and  nadons 
widi  adjacent  jurisdictional  zones.  Political-economic  trade-offs  in 
national  management  and  development  of  ocean  space  and  resources  are 
inevitable,  given  the  reality  of  intra-  and  interregional  inter- 
dependencies,  extra-regional  influence  and  interest  in  die  region,  and  the 
indigenous  gap  between  development  hopes  and  capabilities.  National 
policies  for  marine  jurisdictional  zones  and  dieir  resources  may  thus 
become  bargaining  chips  widiin  die  larger  political  context.  Such  trade- 
offs may  involve  spheres  ostensibly  unrelated  to  oceans,  such  as  "resource 
diplomacy",  or  tiiey  may  involve  package  bargains  within  die  ocean 
policy  sphere. 

Diversity  of  management  regimes  for  transnational  resources  or 
resource-related  activities  may  lead  to  intra-  and  interregional  com- 
promise, or  to  conflict.  Even  if  UNCLOS  does  not  yield  to  multinational 
diversity,  and  in  spite  of  treaties,  legal  precedents  and  LOS  provisions, 
diere  will  remain  the  problems  of  national  and  regional  implementation 
of  management  designs.  Even  implementation  of  internationally  accepted 
standards  for  activity  in  extended  jurisdictional  zones  will  create  trans- 
national issues  because  there  is  a  wide  range  of  national  capability  and 
will  to  enforce  such  standards. 

Maritime  nations  widiin  or  fi-om  outside  die  region  will  have  to 
negotiate  conditions  of  access  to  coastal  state  resources  and  for  use  of 
space.  Conditions  of  resource  access  and  space  use  may,  in  practice,  be 
preferentially  applied,  dependent  on  political  or  economic  considera- 
tions m  the  marine  or  other  spheres.  Such  preferential  treatment  could 
exacerbate  coastal  state  relations  with  diird  countries  which  have  been 
denied  access.  Maritime  powers  may  choose  to  exploit  policy  diversities 
by  shifting  their  activity  toward  areas  of  least  resistance.  Thus,  diverse 
national  policies  for  zones  of  extended  jurisdiction  will  have  interdepen- 
dent implications  for  the  protection  and  management  of  the  transna- 
tional marine  environment  and  its  resources. 

There  is  thus  a  need  for  increased  bilateral  and  multilateral  con- 
sultations, as  well  as  a  new  degree  of  coordination  to  meet  the  challenge 
of  these  impending  changes  in  marine  use  patterns  and  concepts.  How- 
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ever,  states  are  only  now  beginning  to  perceive  clearly  their  own  national 
marine  interests  and  how  these  differ  from  those  of  neighboring  states  or 
maritime  powers.  Commonalities  are  neglected  and  differences  emphasiz- 
ed. 

c.  Marine  Area!  and  Resource  Inequities 

With  extension  of  jurisdiction  in  the  South  China  Sea,  geography  dic- 
tates that  there  will  be  inequities  and  imbalances  imposed  upon  an 
already  economically  and  politically  competitive  milieu.  The  marine  areal 
and  attendant  resource  base  of  Singapore,  Cambodia,  Laos,  and  Brunei 
will  be  negligible  compared  to  the  great  gains  of  China,  Indonesia,  the 
Philippines  and  Vietnam.  This  abrupt  increase  in  inequities  of  area  and 
potential  wealth  may  endanger  ASEAN's  progress  in  co-operation  in 
other  spheres  if  compensation  and  accommodation  for  these  geo- 
graphically-determined disadvantages  are  not  provided. 

For  example,  Singapore  hopes  to  enhance  her  status  as  the  maritime 
center  of  ASEAN  and  the  region,  serving  to  consolidate  and  disperse  the 
Europe  to  Southeast  Asia  trade  and  as  a  center  for  warehousing  and  pre- 
and  post-marine  exploitation  services.  In  the  long-term  Singapore  may 
actually  benefit  from  the  extension  of  jurisdiction  of  her  neighbors  and 
.their  concomitant  increased  marine  activities. 

Singapore  is  zone-locked  and  her  principal  marine  interest  and  in- 
deed her  economic  base  is  thus  unrestricted  transport  of  goods  and  oil  in 
the  region.  Ironically,  the  very  geographic  situation  of  Singapore  which 
has  contributed  so  much  to  her  economic  well-being,  may,  in  the  new 
political  geography  of  oceans,  be  a.  disadvantage.  For  example,  the  recent 
trilateral  agreement  for  traffic  safety  standards  in  the  Malacca  Strait  im- 
plies that  some  larger  tankers  will  use  the  Lombok  diversion  and  may 
have  put  Singapore  on  guard  against  any  future  schemes  that  would  affect 
her  entreport  and  transshipment  status. 

Another  major  marine  interest  of  Singapore  is  compensation  for  her 
GDS  status.  She  is  shelf-locked  and  has  the  least  potential  offshore  area  in 
the  region  accruing  in  the  event  of  a  200nm  limit. 

Singapore  is  a  distant-water  fishing  nation  as  there  are  insufficient  fish 
for  her  fleet  in  her  territorial  seas  and  the  negligible  area  available  for 
further  jurisdictional  extension.^"  Access  to  Malaysian  and  Indonesian 


38  Chia  Lin  Sien,  "Coastal  Changes,  Marine  Pollution  and  the  Fishing  Industn'  in 
■   Singapore", '  paper  presented  at  the  Second  Biennial  Meeting  of  the  Agricultural 
Economic  Society  of  South  East  Asia  (AESSEA)  November  3-7,  1977,  Iloilo,  Philippines, 
p.  28 
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territorial  seas  and  Indonesian  archipelagic  waters  will,  with  the  ex- 
ception of  traditional  fishing,  probably  be  denied.  Singapore  has  con- 
sistendy  opposed  extended  jurisdicdon  but  may  attempt  -to  bargain  re- 
cognidon  of  the  inevitable  for  compensatory  measures.  Such  compensa- 
don  might  take  the  form  of  unhindered  marine  transit  for  her  trading 
partners,  and  air  transit  over  neighbor's  territorial  seas  which  surround 
Singapore,  or  even  "regionalizadon"  of  fisheries. 

Laos  is  land-locked  and  desires  guaranteed  marine  access  as  well  as 
compensatory  access  to  neighboring  countries'  marine  resources.  From 
1954  undl  the  Indochinese  revolution,  Laos  depended  predominantly  on 
Thailand  for  both  imports  (5696)  and  exports  (6596).  However,  during  this 
period  and  since,  Thailand  has  used  transit  as  a  polidcal-economic  means 
to  influence  Laotian  internal  politics  and  control  incursions  along  their 
long  common  border.^^  Laos  has  requested  access  to  the  "surplus"  of  liv- 
ing resources  in  the  Gulf  of  Thailand  from  Thailand,  but  die  request  was 
denied  on  the  basis  that  there  was  no  "surplus". 

Cambodia  is  shelf-locked  and  Brunei  is  nearly  shelf-locked;  both  are 
zone-locked  and  have  marine  access  only  on  a  semi-enclosed  sea.  Thai- 
land is  both  shelf-locked  and  zone-locked  in  die  Soudi  China  Sea.  More- 
over, die  Thai  distant-water  fishing  grounds  in  die  Soudi  China  Sea  have, 
or  will  come  under  Malaysian,  Cambodian,  Vietnamese  and  Indonesian 
jurisdiction. 

Indonesia's  situation  is  a  marked  example  in  contrast.  Except  for 
China,  Indonesia  has  die  largest  population  and  the  largest  land  area  in 
die  region.  Extension  of  jurisdiction,  i.e.,  archipelagic  waters,  continental 
shelf  and  EEZ,  will  provide  Indonesia  with  marine  resource  sovereignty  in 
a  huge  area.  Indonesia  will  probably  follow  die  ICNT  Rev.  I  provisions 
for  activities  in  her  EEZ,  viz.,  a  consent  regime  for  scientific  research, 
sovereign  rights  over  protection  of  die  marine  environment,  and  access  to 
any  fish  surplus  on  the  basis  of  preferential  treatment  for  regional  GDS 
and  other  regional  entities. 

However,  Indonesia's  provisions  for  access  to  archipelagic  (internal) 
waters  and  territorial  sea  are  likely  to  be  restrictive.  Acceptance  of  die 
archipelagic  concept  and  its  attendant  regime  by  neighbors  and  maritime 
powers  alike  is  die  core  of  Indonesian  national  marine  interests.  Aside 
from  forging  a  sense  of  national  unity,  die  concept  is  of  prime  security 
concern  to  Indonesia.  Control  over  these  waters  would  inhibit  external 
material  support  to  the  frequent  separatist  movements  in  die  archipelago, 


^"  "'"dochina  is  Adjusting  to  Peace",  New  York  Times,  (December  19, 

ly/o),  p.  4E 
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and  facilitate  interception  of  violators  of  the  various  jurisdictional 
regimes. 

This  concept  may  also  underlie  Indonesia's  position  on  the  Malacca 
Straits  since  these  Straits  can  be  seen  as  providing  a  route  into  the  "inter- 
nal waters"  of  die  archipelago.'"'  However,  if  Japanese  tankers  over  220  x 
10'  dwt  use  the  Lombok-Makassar  route,  Indonesia  may  gain  the 
economic  benefits  of  a  superport  on  Indonesian  territory,  or  at  least  tap 
this  mobile  "oil  pipeline"  to  enhance  development  projects  and  thus 
political  integration  of  rural  border  areas.  Indonesia  may  also  have  a 
long-term  interest  in  restricting  the  strategic  mobility  of  the  maritime 
powers,  thus  insulating  themselves  fi-om  maritime  power  conflicts.*' 
Indonesia  already  requires  advance  notice  and  permission  of  foreign 
military  vessels  to  enter  her  territorial  waters.  Nevertheless,  transit 
passage  in  designated  sealanes  will  apparentiy  be  accepted. 

Indonesia  reserves  all  fisheries  resources  for  herself  in  archipelagic 
waters  as  there  is  a  perceived  dependence  on  food  from  the  sea  particular- 
ly for  rural  folk,  and  there  are  plans  to  develop  unexploited  areas.  Also, 
the  Java  Sea,  the  Malacca  Straits  and  the  Indonesian  South  China  Sea  are 
overfished  and  no  new  trawlers  can  be  built  or  licensed  for  use  there  until 
the  resource,  gear-conflict  and  foreign  fishing  situation  is  evaluated  and 
policy  and  detailed  regulations  developed.  The  present  policy  for  under- 
exploited  areas  is  to  allow  indigenous  people  to  fish  in  order  to  determine 
the  resource  base  through  monitoring  of  the  catch.  Thailand  has  been 
seeking  access  for  her  trawlers  in  the  same  areas  where  additional  Indo- 
nesian effort  has  been  prohibited,  thus  prospects  for  Thai  access  appear 
low. 


PROGNOSIS 

For  sometime  and  for  most  transnational  marine  issues,  bilateral 
agreements  and  co-operation  will  be  the  rule.  However,  a  carefully  con- 
structed web  of  bilateral  agreements  of  a  similar  nature  may  eventually 
form  the  basis  for  multilateral  negotiations  and  adjustments  towards  a 
common  policy.  For  example,  a  particular  country  in  the  region  with 
many  common  marine  borders;  e.g.,  Indonesia,  may  take  the  lead  in  es- 
tablishing bilateral  agreements  on  EEZ  jurisdictional  content  as  she  has 
done  with  her  marine  neighbors  for  her  continental  shelf  boundaries.  In 


40  Lcc  YongLeng,  Southeast  Asia  and  the  Law  of  the  Sea,  Some  Preliminary  Observations  on  the 
Political  Geography  of  Southeast  Asian  Seas,  {Singapore  University  Press,  1978),  p.  22 

41  Ibid. 
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this  way,  she  might  eventually  lead  those  neighbors  which  also  share  com- 
mon marine  borders  among  themselves  to  co-ordinate  the  content  of 
their  EEZ  regimes.  Co-ordination  of  policies,  jurisdictional  content  and 
enforcement  procedures  will  probably  precede  functional  co-operation. 

There  are  two  extreme  categories  of  marine  regionalism  which  might 
short-circuit  this  evolutionary 'process:  that  which  is  relatively  innocuous 
and  does  not  impinge  on  national  sovereignty,  and  that  where  there  is  a 
demonstrated  urgent  need,  feair  or  commonality.  The  former  category 
would  include  data  exchange  and  compilation  for,  e.g.,  fisheries,  in- 
cluding biological  information  and  possibly  information  on  various  types 
of  co-operative  ventures,  limited  information  on  hydrocarbons,  and  iri- 
formation  on  environmental  quality  and  techniques  of  monitoring,  pre- 
vention and  control. 

Specific  national  marine  policies  could  be  coordinated  provided  such 
co-ordination  does  not  impinge  on  national  sovereignty;  this  is  a  basic 
dilemma  between  national  and  international  interests,  with  die  former 
usually  and  understandably  having  priority  in  the  short-term.  There  are 
several  issues  that  contain  elements  of  a  regional  -  extraregional  polarity 
diat  might  create  a  common  sense  of  urgency  sufficient  for  regional  ac- 
tion, while  maintaining  or  even  strengdiening  national  sovereignty;  For 
the  extraregional  nations,  die  interest  in  unimpeded  transit  in  general  or 
for  specific  vessel  types  in  specific  waters,  e.g.,  warships  in  "inter- 
national" straits,  may  be  a  unifying  factor  in  a  maritime  power  approach 
to  the  region.  For  the  region's  coastal  states,  the  concept  of  a  zone  of 
"peace,  freedom  and  neutrality"  might  eventually  lead  to  the  perhaps  un- 
enforceable denial  of  passage  of  all  foreign  warships  in  the  Soutfi  China 
Sea. 

Such  issues  might  also  include  common,  perhaps  dual  standards  for 
transportation  of  potential  pollutants,  i.e.,  stricter  standards  for  vessels 
transiting  through  the  region  than  for  cross  and  internal  traffic  by  coastal 
state  lines.  Since  technology  transfer  is  high  on  the  list  of  "Third  World" 
demands,  regional  or  subregional  co-operation  could  be  envisioned  in 
the  development  and  transfer  of  marine  technology  via,  among  other 
means,  the  establishment  of  regional  marine  scientific  and  technological 
research  centers  as  described  in  the  ICNT  Rev.  l.«  Finally,  mechanisms 
tor  dispute  avoidance/setdement  may  be  regionalized  or  subregionalized 
to  conform  more  closely  with  indigenous  cultural  systems  for  dealing  with 
international  disagreements.  The  ASEAN  Treaty  of  Amity  and  Co- 
operation in  Southeast  Asia  of  24  February  1976,  provides  that  the  con- 

?echnolo''^';°"''  '"^'^        ^'  '''''  (Development  and  Transfer  of  Marine 
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tracting  parties  shall  be  guided  by  the  principle  of  settlement  of 
differences  or  disputes  by  peaceful  means,  and  thus  may  serve  as  a  foun- 
dation for  subregional  marine  dispute  setdement. 

In  between  these  two  extremes  of  innocuousness  and  urgency/ 
regional-extraregional  polarization  lie  most  of  the  transnational  issues. 
Most  "regional  issues"  are  general,  analogous  bilateral  issues  in  the 
region  and  not  truly  regional  in  scope.  Functional  marine  regionalism 
or  subregionalism  in  incipient  at  best  and  perhaps  a  hopelessly  idealistic 
goal  at  worst.  Necessity  may  be  the  mother  of  co-operation.  UNCLOS  is 
really  an  attempt  at  World  Government  for  the  majority  of  the  area  of  the 
globe  and  is  fraught  with  the  same  imbalances,  inequities  and  instability 
that  have  plagued  such  attempts  in  the  past.  It  is  premature  to  hope  for  its 
successful  practical  application  in  a  region  comprising  increasingly 
nationalistic  developing  states,  some  ravaged  by  conflicts  instigated  and 
supported  by  extraregional  powers.  Indeed,  extraregional  powers  wdth 
maritime  interests  in  the  region  may  continue  attenipts  to  influence  the 
marine  policy  of  developing  coastal  states.  Coastal  state  control  and  terms 
of  resource  and  sealane  access  may  create  big  power  tensions  which  could 
be  played  out  through  surrogate  coastal  state  conflicts. 
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INTRODUCTION 

In  its  year  end  Roundup,  The  Asian  Wall  Street  Journal  posed  the 
question:  "What  Ues  ahead  in  the  1980s?"  Trouble  over  energy,  was  the 
answer,  because  from  the  energy  problem  derived  everything  else,  in- 
cluding the  prospect  of  continued  virulent  inflation.  The  Roundup 
further  suggested  that  there  did  not  seem  to  exist  any  quick  solution  to 
the  energy  problem  in  the  1980s.  Even  technological  breakthroughs,  if 
they  might  come  along,  could  not  be  expected  to  alter  the  situation 
dramatically.'  In  other  words,  there  are  no  easy  solutions  to  the  pro- 
blem. Even  if  the  nature  of  the  energy  problem  is  well  understood  and 
ideas  to  dealing  with  it  have  been  developed,  the  necessary  steps  to  solving 
the  problem  may  not  be  taken  automatically. 

The  energy  problem  is  essentially  a  problem  of  oil.  The  global  energy 
oudook  is  serious  because  an  ever  increasing  imbalance  is  projected  be- 
tween the  supply  of  and  the  demand  for  oil.  One  could  argue  that  large 
imbalances  primarily  result  from  an  overdependence  on  oil  on  the  side  of 
the  consumers,  coupled  with  the  inerda  to  move  away  from  oil.  Thus, 
diere  is  the  need  to  change  the  structure  of  die  demand  for  energy.  The 
existence  of  OPEC,  widely  regarded  as  an  aggressive  producers'  organiz- 
ation and  a  cartel  forcing  up  the  price  of  oil,  perhaps  constitutes  a  less  de- 
terminant factor  in  creadng  die  oil  problem  than  usually  assumed.  As 
argued  by  die  British  petroleum  economist,  Edith  Penrose,  "if  OPEC  did 
not  exist,  it  would  be  in  die  interest  of  die  industrial  world  to  promote  its 
Creadon  in  some  form".^  The  question  of  whedier  die  prevailing  structure 


1  Tlu  Asian  Wall  Street  Journal,  December  21,  1979 

2  Edith,  Penrose,  "OPEC's  Importance  in  the  World  Oil  Industry",  International  Affair 
Vol.  55,  No.  I  (January  1979),  p.  18 
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of  demand  or  of  supply  is  die  more  responsible  factor  will  remain  un- 
setded,  it  is  likely  that  the  blame  will  continue  to  be  put  on  OPEC,  and 
meanwhile  the  world  maybe  approaching  the  predicted  energy  "crunch". 
Exacdy  when  this  might  occur  is  anybody's  guess,  but  there  could  be 
something  self-fulfilling  in  it. 

Ex  post,  there  can  be  no  gap  between  the  amount  of  oil  consumed  and 
the  supply  of  it.  The  oil  problem  arises  when  the  consumption  of  oil  is 
forced  to  adjust  to  its  supply  to  a  level  much  lower  than  required  to  main- 
tain a  certain  rate  of  economic  growth.  Thus,  zn  oil  "crunch"  is  reflected 
in  the  resulting  industrial  stagnation  and  unemployment.  Imbalances  ex- 
ist, ex  ante,  between  the  amount  of  oil  demanded  at  a  particular  price  and 
the  supply  forthcoming  at  that  price.  Projected  imbalances  involve 
assumptions  about  the  future  course  of  supply  and  demand.  A  variety  of 
scenarios  have  been  built  on  a  variety  of  assumptions. 

There  are  only  a  few  scenarios  involving  the  Asia-Pacific  region.  This 
paper  examines  those  scenarios  and  attempts  to  identify  the  implications 
arising  from  each  of  them,  especially  with  regard  to  energy  management 
on  a  regional  basis.  The  three  scenarios  which  will  be  discussed  here  are 
referred  to  as: 

a.  Scenario  I:  Toward  regional  energy  self-sufficiency* 

b.  Scenario  II:  Managing  regional  dependence  on  energy  imports* 

c.  Scenario  III:  Development  of  a  Pacific  Basin  energy  system^ 

These  scenarios  are  not  mutually  exclusive;  each  of  them  focuses  on 
particular  aspects  and  their  time  horizon  does  not  necessarily  overlap. 

The  last  section  of  this  paper  discusses  the  various  implications  of  the 
energy  problem  for  energy  management  in  the  Asia-Pacific  region,  and 
examines  the  place  and  prospect  of  Indonesia  v^thin  a  regional  scheme  of 
energy  management. 

TOWARD  REGIONAL  ENERGY  SELF-SUFFICIENCY 

Geographical  considerations  was  an  important  factor  in  Arismunan- 
dar's  study  of  the  energy  outiook  in  the  Asia- Pacific  region.  Its  impor- 


S  A.  Arismunandar,  The  Energy  Outlook  in  Asia  and  the  Pacific,  paper  presented  at  the  CSIS- 
sponsored  First  Indonesia-Korea  Conference,  Jakarta,  October  24-26,  1979 

4  Wijarso,  Energt  Opportunities  and  Challenges:  Impact  on  the  Pacific  Region  in  the  Decade  of  the 
1980s,  paper  presented  at  the  CSIS  Conference  on  Asia-Pacific  in  the  1980s:  Toward 
Greater  Symmetry  in  Economic  Interdependence,  Bali,  January  11-13,  1980 

5  Robert  F.  Ichord,  Jr.,  "Pacific  Basin  Energy  Development  and  U.S.  Foreign  Polic)'",  Or- 
bis,  Vol.  20,  No.  4  (Winter  1977),  pp.  1025-43 
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tance  derived  from  the  fact  that  energy  sources  were  rarely  available  in  ex- 
acdy  the  location  where  they  were  needed.  Proximity  of  energy  sources  to 
demand  centers  reduces  vulnerabilities  connected  with  supply  dis- 
ruptions from  other  regions  and  also  reduces  problems  related  to  the 
transportation  of  energy.  It  is  primarily  for  such  a  reason  that  one  might 
look  into  a  particular  region  in  dealing  with  the  global  energy  problem. 

The  Asia- Pacific  region  is  endowed  with  a  large  portion  of  the  world's 
potential  energy  resources,  in  terms  of  both  conventional  and  un- 
conventional energy  resources.  On  the  basis  of  potential  energy  re- 
sources accounting,  the  Asia- Pacific  region  has  the  potential  to  meet  its 
regional  demand  for  energy  for  the  decades  to  come. 

Recoverable  reserves  of  coal  -  technically  and  economically  -  in  Asia, 
the  American  continent  and  Australia  constitute  7496  of  the  world's  hard 
coal  and  7  7  96  of  the  world's  brown  coal.  The  United  States  of  America 
alone  possesses  3096  of  global  coal  reserves,  followed  by  the  People's  Re- 
public of  China  with  a  share  of  about  2096  (300  billion  tons).  In  Indo- 
nesia, coal  reserves  are  estimated  at  about  10  billion  tons.  The  Soviet 
Union,  if  taken  into  account,  has  an  additional  2396  of  the  world's  proven 
recoverable  reserves  of  coal. 

The  U.S.  and  Canada  have  about  2096  of  die  world's  ultimate  re- 
coverable reserves  of  natural  gas.  The  Soviet  Union  has  31.596  of  the 
world's  proven  recoverable  reserves  of  natural  gas.  In  the  PRC  it  is  es- 
timated at  about  5  trillion  cubic  meters,  while  in  Indonesia  it  is  about  30 
trillion  scf. 

Hydropower  potential  of  the  PRC,  about  13%  of  the  world  total,  is  the 
largest  in  the  world,  and  has  an  aggregate  capacity  of  about  540  GW.  In 
Indonesia  it  is  estimated  at  about  31  GW.  In  total,  die  Asia- Pacific  region 
possesses  more  than  half  of  the  world's  hydropower  potential.  This  means 
that  the  region  has  the  potential  of  replacing  at  least  26  million  barrels  of 
oil  burned  in  thermal  plants  per  day  on  a  yearly  basis. 

The  estimated  geothermal  resources  base  in  North  America,  Asia  and 
the  Pacific  Islands  is  about  7196  of  die  world's  total,  or  an  electric  capa- 
city potential  of  close  to  600  GW  in  the  year  2000.  A  potential  capacity  of 
10  GW  is  estimated  for  Indonesia.  Indonesia,  together  with  several  other 
countries,  is  fortunate  to  be  in  the  major  geothermal  belts  of  the  world. 

The  Asia-Pacific  region  is  also  rich  in  uranium  resources.  North  Ame- 
rica, Australasia,  East  and  South  Asia  possess  53%  of  the  world's  reason- 
ably assured  reserves  (as  of  January  197  7). 

Apart  from  the  various  types  of  conventional  energy,  die  Asia- Pacific 
region  also  has  the  potential  of  supplying  large  amounts  of  uncon- 
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ventional  energy  resources,  mainly  solar  and  biogas.  Solar  energy  can  be 
derived  either  direcdy  from  sunlight  or  indirectly  in  the  form  of  wind, 
waves,  ddes  and  ocean  thermal  gradients,  as  well  as  fuel  from  biomass  or 
other  photochemical  reaction  products.  Firewood  and  agricultural  waste 
are  also  important  sources  of  energy  in  the  developing  countries  of  the 
region.  Fuels  from  energy  plantation  can  be  produced  already  at  a  cost 
considerably  less  dian  the  price  of  oil.  Such  fuels  can  be  burned  directly 
for  cooking,  as  combustion  energy  for  power  plants,  or  transformed  into 
liquid  fuels  (methanol)  or  gaseous  fuels  (methane). 

In  view  of  the  potential  energy  resources  available  in  the  region  it 
might  make  sense  to  aim  for  and  work  toward  regional  energy  self- 
sufficiency,  if  indeed  this  is  desirable.  Arismunandar  suggested  that  co- 
operadon  could  be  brought  g^bout  between  the  countries  in  the  region  to 
develop  technologies  and  their  application  in  the  various  parts  of  the 
region,  taking  into  account  their  different  stages  of  economic  develop- 
ment and  socio-cultural  backgrounds. 

It  may  need  some  time,  however,  and  definitely  not  within  the  decade 
of  the  1980s,  to  materialize  the  above  objective.  In  the  meantime,  energy 
consumpdon  in  the  Asia- Pacific  region  is  expected  to  continue  to  grow. 
Energy  consumption  in  countries  such  as  South  Korea,  Indonesia,  and 
perhaps  the  PRC  is  likely  to  grow  at  1096  per  annum  or  more  during  the 
decade  of  the  1980s.  Even  if  energy  consumption  is  growing  at  a  rate  of 
only  2  to  3%  and  496  in  the  U.S.  and  Japan,  respectively,  the  absolute  in- 
creases are  significant.  The  region  as  such  could  face  a  serious  energy 
problem,  largely  because  of  its  overdependence  on  oil.  Large  imbalances 
between  the  supply  of  and  die  demand  for  oil  will  arise  if  the  present 
structure  of  energy  demand  in  the  region  prevails.  In  the  U.S.,  which  con- 
sumed 38.5  million  barrels  of  oil  equivalent  per  day  in  1978,  oil  con- 
stituted 4896  of  total  consumption.  In  the  same  year,  the  share  of  oil  was 
65.5%  in  Korea;  71.296  injapan;  83.596  in  Indonesia;  86.296  in  Thailand; 
around  93.596  in  both  Malaysia  and  the  Philippines;  and  10096  in  Singa-. 
pore  and  Hong  Kong.  Thus,  the  region  had  to  depend  upon  oil  imports, 
and  gross  imports  of  oil  into  the  region  during  the  last  years  run  to  half  or 
more  of  the  total  amount  of  oil  traded  internationally.  This  situation  is 
likely  to  continue. 

Arismunandar  was  not  too  pessimistic  about  the  energy  outlook  in 
the  Asia- Pacific  region  in  the  short-run,  provided  that: 

a.  conservation  policies  are  seriously  implemented; 

b.  diversification  of  energy  use  —  away  from  oil  —  is  encouraged; 

c.  oil  is  given  the  right  price  to  discourage  energy  waste  and  to  make 
alternative  energy  resources  competitive. 
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Whether  or  not  it  is  reasonable  to  expect  the  above  premises  is  still 
unclear  at  this  juncture.  Continued  increases  in  the  price  of  oil  are  to  be 
expected,  perhaps  in  a  less  dramadc  way  than  were  experienced  in  1979, 
but  their  effects  upon  conservation  and  diversificadon  remain  uncertain. 

Conservadon  has  become  the  official  policies  of  many  governments  in 
the  region.  The  "conservadon  ideology"  has  even  penetrated  into  the 
PRC.  A  nadonal  energy-saving  campaign  was  launched  on  August  30, 
1979,  acknowledging  that  the  supply  of  energy  was  not  meedng  demand 
and  was  unlikely  to  do  so  by  198 1  unless  waste  was  reduced.  The  effective 
fuel  udlizadon  rate  in  the  PRC  was  estimated  at  28%  compared  with  5056 
abroad;  exhaust  heat  equivalent  to  50  million  tons  of  coal  and  some  30 
million  tons  of  oil  were  wasted  annually.  The  conservadon  of  energy  was 
to  be  organized  at  various  administrative  levels  and  all  enterprises  were  to 
appoint  staff  to  supervise  it.  Furthermore,  systems  of  consumption  quotas 
as  well  as  reward  and  sanctions  were  recommended  for  oil-burning  enter- 
prises, and  the  substitution  of  coal  for  oil  was  regarded  as  the  most  press- 
ing task  to  save  crude  oil  in  1980  and  1981.'* 

On  March  15,  1979  the  Government  of  Japan  convened  the  Energy 
and  Resource-Saving  Council  to  oudine  energy  conservation  policies  to 
achieve  596  conservadon.  In  anticipation  of  difficulties  in  the  inter- 
national petroleum  market  diat  would  persist  into  the  1980s  additional 
policies  to  promote  petroleum  conservation  policies  were  issued  by  the 
Ministerial  Council  on  General  Energy  Policy  on  June  15,  1979.  It  also 
called  for  die  earliest  enforcement  of  the  Law  Concerning  Ratio- 
nalization of  Energy  Use  enacted  on  June  6,  1979.'  A  preliminary  fore- 
cast of  Japan's  long-term  energy  balance  by  MITI  (August  28,  1979)  aims 
at  12.196  conservation  by  1985  and  14.896  by  1990.  If  die  accompanying 
conservadon  measures  as  well  as  diversification  efforts  are  successful,  die 
share  of  oil  in  Japan's  consumption  is  expected  to  decline  from  71.296  in 
1978  to  about  6096  in  1985  and  slightly  below  5096  in  1990.* 

The  long-term  energy  forecast  for  Korea  by  the  Korea  Development 
Institute,  made  prior  to  the  1979  development  in  die  international  oil 
market,  suggested  that  the  share  of  oil  in  Korea's  energy  demand  will  in- 
crease from  about  43.196  in  1977  to  52.5%  in  1986  (excluding  oil  for  the 
generation  of  electricity  which  added  another  44  million  barrels  in  1986). 


6  China  Record.  No.  I/IO  (October  1979) 

7  Japan  NewsleUer,  No.  79-16  (Embassy  of  Japaii,  August  1979) 

8  Setsuo  Takagaki,  Japanese  Energy  Policy  and  lis  Prospects,  paper  presented  at  the  CSIS- 
sponsored  Seventh  Indonesia-Japan  Conference,  Bali,  September  5-7,  1979 
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Total  oil  demand  will  increase  from  the  current  level  of  about  0.5  million 
barrels  a  day  to  1  million  barrels  a  day  by  1986.  Recently,  it  was  question- 
ed whether  Korea  could  secure  its  projected  oil  requirements,  con- 
sidering the  uncertain  prospect  for  the  world  supply  of  oil.  Therefore,  it 
was  seen  as  a  necessity  to  further  reduce  the  demand  for  oil  by  adopting 
appropriate  policies,  namely  to  actively  induce  conservation  and  diver- 
sification, and  in  the  longer-run  to  restructure  the  Korean  economy  to 
move  away  from  energy  intensive  industries.'' 

Similarly,  in  Indonesia's  energy  policy  emphasis  is  also  given  to  con- 
servation and  diversification.  Programs  have  been  outlined  to  reduce  the 
share  of  oil  in  total  consumption  of  commercial  energy  from  83.596  in 
1978  to  about  77.796  in  1983/1984.  A  strong  reason  for  adopting  this 
policy  is  to  maintain  a  sufficiently  large  amount  of  exportable  energy.  The 
Ten-Year  Energy  Program  (1979-1988)  of  the  Philippines  aims  at  re- 
ducing the  share  of  oil  from  93.696  in  1978  to  79.4%  in  1983  and  68.196  in 
1988,  quite  a  significant  drop  which  is  to  be  displaced  by  hydro  and  geo- 
thermal  sources.'" 

In  the  U.S.  the  share  of  oil  is  estimated  to  decline  from  4896  in  1978  to 
4596  in  1985  and  4296  in  1990."  In  absolute  amounts,  oil  consumption 
may  increase  from  the  18.5  million  barrels  per  day  level  in  1978  to  19.9 
million  barrels  per  day  in  1985  and  20.5  million  barrels  per  day  in  1990. 
Strong  conservation  measures  are  called  for  if  oil  imports  are  to  be  sta- 
bilized at  its  current  level,  given  the  prospect  that  domestic  oil  pro- 
duction in  the  U.S.  may  decline  from  10.3  million  barrels  a  day  in  1978  to 
8.5  million  barrels  a  day  in  1990.'^  The  problem  in  the  U.S.,  as  suggested 
by  a  recent  report  in  Time,  is  the  lack  of  an  enduring  sense  of  urgency. 
The  report  was  of  the  opinion  that  at  the  beginning  of  1980,  just  when  the 
Administration  should  be  pushing  hardest  to  cut  consumption  and  con- 
serve supplies,  it  took  a  soft  approach;  instead  of  building  upon  the  sense 
of  urgency,  it  shelved  plans  to  levy  a  tariff  on  foreign  crude  and  backed  off 
from  calling  for  a  steep  new  gasoline  tax.  The  report  pointed  out  the 
weaknesses  of  present  U.S.  energy  policy  because  it  depended  largely  on 
the  voluntary  conservation  by  the  public  and  the  hope  that  the  oil-pro- 


9  Eul  V.  Park,  Korea's  Demand  for  Energy  Resources,  paper  presented  at  the  CSIS-sponsored 
First  Indonesia- Korea  Conference,  Jalcarta,  October  24-26,  1979 

10  Ministry  of  Energy  (Philippines),  Ten-Year  Energy  Program  1979-1988  (Februar)-  1979) 

1 1  Estimates  of  the  Petroleum  Industry  Research  Foundation,  sec  The  Asian  Wall  Street  Jour- 
nal, December  21,  1979 

12  Figures  on  consuinpiion  are  derived  from  estimates  by  the  U.S.  DOE  and  production 
estimates  arc  based  on  Arthur  D.  Little  Inc.,  Ibid. 
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ducing  countries  would  continue  their  current  levels  of  output  without 
unforeseen  interruption."  U.S.  energy  policy  has  significant  effects  upon 
the  Asia- Pacific  region.  This  is  illustrated  simply  by  the  fact  that  a  saving 
of  about  596  of  oil  consumed  in  the  U.S.  in  1978  would  be  sufficient  to 
meet  the  total  energy  demand  in  all  ASEAN  countries  in  that  same  year. 

While  the  energy  oudook  in  the  Asia-Pacific  region  in  the  long-run  is 
bright,  as  suggested  by  Arismunandar,  it  does  not  seem  that  there  exist  at 
present  a  sufficiendy  strong  drive  to  working  toward  regional  energy  self- 
sufficiency.  To  prevent  large  energy  imbalances  from  occurring  in  the 
region,  reliance  will  have  to  be  put  dn  conservation  and  the  development 
of  alternative  energy  resources.  The  latter,  which  should  become  a  major 
effort  already  now  due  to  long  lead  times  to  achieve  energy  self-suf- 
ficiency in  the  future,  is  likely  to  be  pursued  in  a  less  rigorous  way  in  the 
absence  of  such  goals. 


MANAGING  REGIONAL  DEPENDENCE  ON  ENERGY  IMPORTS 

Wijarso's  scenario  for  the  Asia-Pacific  region  in  the  1980s  indicated 
that  the  large  share  of  oil  in  the  region's  energy  requirement  will  not  he 
significandy  reduced.  To  die  extent  diat  diversification  efforts  were 
successful,  the  share  of  oil  would  slightly  decline.  It  was  noted  that  there 
were  many  difficulties  in  accomplishing  the  shift  from  oil  to  other  sources 
of  energy. 

The  large  fields  of  natural  gas  which  have  been  discovered  in  die 
region  are  generally  remote  from  die  demand  centers.  This  implies  very 
large  capital  expenditures  for  liquefaction  facilities,  cryogenic  tankers  and 
regasification  terminals,  and  a  lead  time  of  six  to  eight  years  from  the  day 
of  discovery  is  required  before  the  gas  can  be  moved  to  the  place  of  ul- 
timate utilization.  The  same  problems  are  faced  in  increasing  die  utiliza- 
tion of  coal,  namely  remoteness  fi-om  die  market,  long  lead  times  and 
heavy  investment  to  mine,  wash,  transport  and  install  proper  com- 
bustion equipment,  and  in  addition  it  faces  die  problem  of  emissions. 
The  development  of  nuclear  power  for  electricity  generation  faces  anodier 
problem,  namely  public  acceptance.  The  public's  critical  attitude,  to- 
gether with  financing  and  construction  delays,  have  caused  a  complete  re- 
assessment of  the  future  potential  of  this  industry.  During  the  1980s  addi- 
tional nuclear  power  generating  capacity  can  be  expected  to  lessen  die  de- 
mand for  oil  in  the  region  by  only  200,000  barrels  a  day.  The  develop- 
ment of  odier  energy  resources,  such  as  hydropower  and  geodiermal, 


13  Sec  "Retreat  on  the  Energy  Front",  Time  (January  21,  1980),  pp.  38-39 
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cannot  be  expected  to  have  significant  effects  in  the  1980s,  largely  be- 
cause of  their  long  lead  times  and  huge  amounts  of  investment  require- 
ments. 

Since  a  large  portion  of  the  region's  external  oil  requirement  is 
currently  met  by  shipment  from  the  Middle  East,  energy  planners  will 
look  for  alternative  sources  of  supply,  especially  from  within  the  region 
itself  The  PRC  is  seen  as  a  potential  alternative  source  of  oil  supplies,  es- 
pecially for  the  Japanese  market.  In  1978  the  Japanese  Government  made 
the  commitment  to  increase  crude  oil  imports  from  the  PRC  to  about  0.6 
million  barrels  a  day  (30  million  tons)  by  1985  and  1  million  barrels  a  day 
by  1990.  However,  it  was  questioned  already  then  whether  the  PRC  could 
rapidly  increase  its  export  capacity,  pardy  because  of  uncertain  prospects 
for  producing  in  additional  big  new  oil  fields,  and  partly  because  of  anti- 
cipated expansion  of  domestic  demand  brought  about  by  the  new 
modernization  policy.'*  Taking  this  problem  into  account  the  PRC's 
crude  oil  exports  were  likely  to  reach  a  plateau  at  0.5-0.8  million  barrels  a 
day  (25-40  million  tons  per  year)  sometime  between  1985  and  1990.'^ 
Greater  reliance  of  the  PRC's  economy  on  coal  would  not  easily  be 
achieved,  given  the  fact  that  already  today  about  50%  of  its  total  trans- 
portation capacity  is  used  for  moving  coal  from  remote  mining  sites  to 
the  various  demand  centers. 

The  ability  of  the  Soviet  Union  to  maintain  an  exportable  oil  surplus 
has  become  more  uncertain  now.  Projections  showed  that  the  Soviet 
Union  might  eVen  turn  into  a  net  oil  importer  in  the  second  half  of  this 
decade.  In  1976  the  Soviet  Union  had  an  exportable  oil  surplus  of  2.8 
million  barrels  a  day,  of  which  about  half  was  supplied  to  Eastern 
Europe.  By  1985  the  surplus  would  decline  to  zero,  and  a  net  import  of  2 
million  barrels  a  day  was  projected  to  occur  by  1990.  These  estimates  were 
arrived  at  already  by  assuming  energy  conservation  effects  of  5%  by  1985 
an  1096  1990.  Soviet  leaders  were  reported  to  have  placed  considerable 
stress  on  the  implementation  of  conservation  measures.  While  they  were 
not  faced  with  the  complex  interplay  of  public  and  private  forces  found  in 
the  industrial  democracies  in  implementing  their  policies,  the  Soviet 
Union  did  not  have  available  the  extent  of  directionary  personal  energy 
consumption  which  provided  a  target  for  saving,  such  as  the  trans- 
portation sector  in  the  United  States.  Conservation  in  the  industrial  sector 


14  Toyoaki  Ikuta  and  Takao  Tomhaic,  Japan- Indonesia  Cooperation  in  the  Field  of  Energy, 
paper  presented  at  the  Sixth  Japan- Indonesia  Conference,  Tokyo,  October  3-5,  1978 

15  Based  on  a  discussion  at  the  ConPercncc  on  China's  Natural  Resources  organized  by  the 
Council  for  Energy  Studies,  Hawaii,  December  5,  1979 


46 


NEW  DIMENSIONS  OF  ENERGY  MANAGEMENT 


would  be  difficult  as  well  because  Soviet  industry  was  built  on  cheap 
energy,  and  the  Soviet  leaders  were  not  expected  to  undertake  radical 
structural  changes  in  the  economy.'^ 

On  balance,  as  suggested  by  Wijarso,  the  Asia-Pacific  region  is  destin- 
ed —  at  least  during  the  1980s  —  to  be  heavily  dependent  upon  imported 
oil  for  a  large  proportion  of  its  energy  requirements.  Also,  during  the 
1980s  there  are  likely  to  be  continuing  shortages,  an  occasional  inter- 
ruption of  supply,  and  higher  oil  prices.  These  facts  may  create  some 
degree  of  disharmony  as  various  countries  compete  more  openly  for 
available  supplies.  The  countries  of  the  region  will  continue  to  be  ex- 
posed to  the  risks,  pressures  and  anxieties  which  accompany  an  eco- 
nomic reliance  on  imported  energy,  primarily  oil.  Interruption  of  oil 
supplies  would  greatly  affect  Japan  and  the  United  States.  But  Taiwan, 
Hong  Kong  and  South  Korea  would  also  feel  the  pinch.  Countries  such  as 
Australia,  Indonesia,  and  Malaysia  would  not  be  directly  affected,  but 
they  would  face  the  problem  of  allocating  die  oil  they  have  for  export  to 
other  nations  in  the  region. 

Thus,  continuing  need  to  import  oil  into  the  region  poses  potential 
problems.  Competition  between  some  of  the  net  importing  countries 
widiin  die  region  is  likely  to  happen,  especially  if  one  country  will  be 
more  successful  than  the  others  in  obtaining  its  oil  requirements.  Similar- 
ly, the  exporting  countries  witiiin  the  region  might  be  faced  widi  the  diffi- 
culties to  accomodate  their  neighbors  in  a  totally  satisfactory  way,  es- 
pecially during  times  of  crisis  or  emergency. 

It  might  not  be  easy  for  Indonesia,  for  example,  to  redirect  the  pattern 
of  its  exports.  The  price  premium  obtained  by  Indonesian  oil  in  certain 
markets  led  to  a  diversion  of  exports  to  those  markets.  A  U.S.  GAO  study 
pointed  out  that  Indonesia  enjoyed  little  flexibility  in  marketing  its  crude 
oil  inasmuch  as  most  of  it  is  marketed  to  only  two  countries  -  Japan  and 
the  U.S.  These  two  countries  were  considered  "natural  markets"  for 
Indonesian  crude  because  of  transportation  advantages,  increasing  de- 
mand for  a  low  polluting  energy  source,  die  suitability  of  their  refineries 
for  processing  the  low  sulfur,  waxy  residue  crudes,  and  dieir  enduring 
market  relationships.  In  1977,  about  4896  of  Indonesia^  exports  went  to 
Japan,  3796  to  the  U.S.,  and  another  796  is  exported  to  Trinidad  refiners 
which  ultimately  entered  the  U.S.  markets."  Thus,  about  9296  of  In- 
donesia's oil  had  already  found  its  "natural  markets". 


16  Tyrus  W.  Cobb,  "The  Soviet  Energy  Dilemma",  Orbis,  Vol.  23  No.  2  (Summer  1979) 
pp.  353-83  ' 

1 7  United  States  General  Accounting  Oflice,  Energy's  Role  in  United  States  and  Indonesian  Re- 
lotions,  ID-79- 10  (April  13,  1979) 
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Wijarso  further  suggested,  however,  that  problems  often  created  op- 
portunities and  that  there  was  no  question  that  the  countries  of  the  Asia- 
Pacific  region  were  already  dependent  on  one  another.  Even  though  the 
basic  energy  problem  of  the  1980s  would  require  more  than  regional  co- 
operation there  were  some  areas  of  opportunity  for  mziximizing  the  bene- 
fits of  the  energy  available  wdthin  the  region  itself.  This  could  be  achieved 
through  more  investment  in  oil  and  natural  gas  exploration  and  develop- 
ment, greater  exploitation  of  coal  resources  as  well  as  coordinated  re- 
search on  alternative  energy  technologies. 

The  energy  situation  in  the  Asia-Pacific  region  is  not  different  from 
that  in  the  world  as  a  whole.  In  the  past,  there  had  been  occasions  where 
raw  materials  brought  countries  together  in  close  harmony,  but  there  had 
been  times  when  they  caused  great  frictions  —  even  wars  —  among  nations. 
Today,  two  added  factors  have  entered  the  energy  equation,  namely  scar- 
city of  supply  and  significant  increase  in  the  price  of  oil.  The  question  fac- 
ed by  the  countries  in  the  Asia- Pacific  region  is  the  extent  to  which  devel- 
opments in  the  energy  resources  sector,  in  particular  in  the  oil  sector, 
tend  to  create  greater  cooperation  amongst  them. 

DEVELOPMENT  OF  A  PACIFIC  BASIN  ENERGY  SYSTEM 

The  study  by  Ichord  was  based  on  the  premise  of  a  growing  energy  in- 
terdependence in  the  Asia- Pacific  region.  This  interdependence,  how- 
ever, carried  wdth  it  a  variety  of  problems. 

There  are  the  U.S.  and  Japan,  two  dominant  oil  importing  countries 
in  the  region,  which  are  likely  to  compete  for  energy  available  from  the 
region.  The  PRC  and  the  Soviet  Union  are  potential  alternative  sources, 
but  relations  with  these  sources  in  the  field  of  energy  will  always  be 
burdened  by  considerations  on  the  Sino-Soviet  conflict  and  East-West  re- 
lations in  general.  Southeast  Asia,  Indonesia  in  particular,  is  another  at- 
tractive source  in  the  region.  Here,  relations  in  the  field  of  energy  has  to 
be  viewed  within  the  context  of  North-South  relations.  Indonesia,  as 
Ichord  suggested,  was  the  focal  point  for  considering  North-South  re- 
lations in  the  Pacific  Basin.  Still,  another  source  would  be  Australia  and 
Canada,  but  relations  with  these  sources  have  been  disturbed  by  eco- 
nomic nationalism. 

Ichord  was  suggesting  that  the  key  question  here  was  for  the  U.S.  to 
minimize  conflict  with  Japan  over  energy.  The  U.S.  should  reduce 


18  It  should  be  noted  that  Ichord's  study  was  prepared  in  1977  and,  thus,  some  of  his  ob- 
servations and  assumptions  might  not  be  valid  today. 
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pressures  on  Japanese  leaders  to  enter  into  exclusive  energy  supply 
arrangements  with  the  PRC  or  the  Soviet  Union,  and  it  must  support 
rapid  energy  development  in  Southeast  Asia,  Australia  and  Canada. 

In  the  past,  U.S.  policies  provided  the  umbrella  for  Japan,  not  only  in 
terms  of  military  defense  but  also  in  securing  Japanese  access  to  Asian  raw 
materials,  including  energy.  American  multinational  oil  companies, 
which  provided  the  bulk  of  Japanese  oil  imports,  occupied  an  important 
role  in  U.S. -Japanese  relations.  The  oil  crisis  in  1973/1974  stimulated  in- 
creased Japanese  efforts  to  diversify  sources  of  oil  imports,  and  nationali- 
zation of  U.S.  oil-producing  affiliates  in  the  OPEC  countries  had  re- 
duced the  leverage  of  these  companies  over  Japan's  oil  supply.  Mean- 
while, serious  defects  arose  in  U.S. -Japanese  relations,  created  not  only  by 
uncertainties  in  Japan  about  the  credibility  of  U.S.  commitments  in  the 
region,  but  also  because  of  Washington's  failure  to  consult  with  Japanese 
leaders  on  the  initiative  toward  Peking.  These  events  pushed  the  Japanese 
in  the  direction  of  greater  foreign  policy  independence  and  expanded  re- 
lations with  both  the  PRC  and  the  Soviet  Union.  It  was  then  perceived 
that  large  oil  and  coal  deposits  in  die  PRC  and  the  Soviet  Union  could 
help  to  reduce  Japanese  dependence  on  the  Middle  East  and  U.S.  oil 
companies.  Many  observers  were  unsure  as  to  how  Japan  would  go  about 
in  developing  the  energy  resources  in  the  PRC  and  the  Soviet  Union. 
Whi^  these  sources  may  become  less  attractive  now,  it  is  also  clear 
that  Japan  cannot  afford  to  go  alone  and  will  need  U.S.  cooperation, 
primarily  in  the  political  sense. 

From  a  theoretical  perspective  Ichord  suggested  that  denial  of  energy 
supply  from  the  PRC  and  the  Soviet  Union  to  Japan  could  intensify  U.S.- 
Japanese competition  for  oil  and  gas  in  Southeast  Asia.  As  mentioned  be- 
fore, the  bulk  of  Indonesia's  crude  oil  is  exported  to  Japan  and  the  U.S. 
In  1972,  Japan  received  69%  of  Indonesia's  crude  oil  exports,  whereas  the 
U.S.  share  was  26%  (including  Trinidad).  In  1976,  it  was  4396  and  5196, 
respectively.  The  rapid  growdi  in  exports  to  the  U.S.  suggested  the  poten- 
tial for  significant  competition  between  Japanese  and  American  markets 
in  the  future.  Competition  between  U.S.  and  Japanese  companies  was  also 
evident  with  respect  to  die  financing  and  export  price  of  Indonesian 
natural  gas. 

In  view  of  their  large  energy  and  mineral  resources,  Australia  and 
Canada  continue  to  be  the  centers  of  resource  politics  in  the  Asia-Pacific 
region.  Both  countries,  however,  have  experienced  strong  reactions 
against  all-out  resource  exploitation  by  U.S.  and  Japanese  corporations 
in  the  past.  In  both  Canada  and  Australia,  the  question  of  energy  policy 
was  a  subject  of  intense  conflict  between  the  federal  and  provincial 
governments,  the  latter  generally  opposing  attempts  by  the  former  to  cen- 


49 


THE  INDONESIAN  (QUARTERLY 

tralize  energy  policy  and  discourage  foreign  investment  by  curtailing  ex- 
ports, nationalizing  foreign  companies  and  increasing  their  tax  burdens. 

The  Canadian  federal  government  had  moved  to  attain  greater  self- 
sufficiency  and  reduced  imports  to  eastern  Canada  by  phasing  out  its  oil 
exports  to  the  U.S.,  expected  to  be  completed  by  1981.  Also,  foreign 
ownership  and  exports  of  uranium  were  restricted. 

Under  the  Labor  Government,  policies  were  established  to  seeking 
total  Australian  ownership  in  major  energy  sources,  namely  coal,  oil, 
natural  gas  and  uranium.  The  development  of  new  uranium,  coal  and  gas 
deposits  was  curtailed  and  bans  were  placed  on  uranium  and  natural  gas 
exports. 

It  was  found  that  the  policies  of  Australia  and  Canada  in  the  energy 
sector  had  seriously  undermined  foreign  investors'  confidence. 

In  Canada,  drilling  activities  steadily  declined  as  drilling  rigs  left  for 
work  in  the  U.S.,  resulting  further  in  a  continued  decline  of  Canada's  oil 
reserves.  The  Australian  Government  under  Eraser  sought  to  encourage 
foreign  investment  in  energy  resources  and  supported  exports  to  Japan 
and  the  U.S. 

Thus,  the  key  question  raised  with  regard  to  these  countries  is  whether 
the  governments  could  encourage  the  development  of  new  oil  and  gas  re- 
sources, while  at  the  same  time  increasing  national  control  over  multi- 
national oil  companies  and  restricting  oil  exports. 

Ichord  summarized  his  study  by  suggesting  the  emergence  of  a  "Paci- 
fic Basin  energy  quadrangle",  encompassing  Japan,  Indonesia,  Australia 
and  the  U.S.  He  argued  that  the  Indonesian  government  should  get  the 
support  of  the  U.S.  in  its  drive  to  maximize  oil  exports  through  develop- 
ment of  indigenous  coal,  geothermal  and  hydroelectric  power  resources 
for  domestic  consumption.  Similarly,  the  Australian  government  should 
be  encouraged  to  restore  Japanese  confidence  in  Australia  as  a  reliable 
source  of  coal,  uranium  and  natural  gas.  The  pattern  of  interdependence 
within  this  quadrangle  could  be  influenced  by  many  factors.  The  PRC,  the 
Soviet  Union  and  Canada  could  exert  some  influence  on  this  con- 
figuration. Ultimately,  the  development  of  an  expanded  energy  system  in 
the  Asia- Pacific  region  could  be  beneficial  both  as  a  means  of  reducing 
dependence  on  the  Middle  East  and  of  meeting  the  growing  energy  and 
development  needs  of  the  developing  countries  in  the  region. 

DIMENSIONS  OF  REGIONAL  ENERGY  MANAGEMENT 

The  discussion  on  the  various  scenarios  above  suggests  a  general 
theme,  namely  that  in  the  decade  of  the  1980s  the  Asia- Pacific  region 
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would  have  to  find  ways  to  properly  manage  its  dependence  upon  oil  im- 
ports and  over  dme  attempts  to  lessen  this  dependence.  In  the  short  run 
opdons  seem  to  be  rather  limited  and,  in  one  way  or  another,  require 
closer  coordinadon  and  cooperation  among  the  countries  in  the  region. 
Successful  cooperation  today  may  increase  the  options  in  the  future. 

Conservation  measures  largely  remain  within  the  domain  of  national 
policies,  and  unless  accompanied  by  structural  changes  in  the  economies 
of  the  major  energy  (and  oil)  consuming  countries,  they  could  not  have 
the  expected  effects  upon  the  structure  of  demand  for  energy,  primarily 
for  oil.  Increases  in  the  price  of  oil  may  create  the  pressures  to  eco- 
nomizing the  use  of  oil,  but  the  price  of  oil  is  largely  determined  by  de- 
velopments in  the  world  oil  marktes. 

The  region's  continued  dependence  on  oil  makes  it  imperative  to 
stepping  up  the  search  for  oil  in  the  region.  It  will  become  more  difficult 
and  more  expensive  to  find  oil  in  the  region  in  meaningful  quantides.  But 
this  is  also  true  in  other  parts  of  the  world,  with  the  excepdon  perhaps  of 
the  Middle  East  and  North  Africa,  where  after  all  6096  of  total  proven  oil 
reserves  is  to  be  found  at  present.  In  the  decade  of  the  1960s,  12  super- 
giant  oil  fields  (with  recoverable  reserves  of  5  billion  barrels  or  more)  and 
69  giant  oil  fields  (with  recoverable  reserves  of  500  million  barrels  or 
more)  were  discovered  around  the  world.  In  the  decade  of  the  1970s  only 
40  giant  oil  fields  had  been  located  plus  perhaps  2  supergiant  fields  in 
Mexico,  one  offshore  and  one  onshore. 

A  report  in  the  Petroleum  Economist  suggested  that  prospects  for  the  dis- 
covery of  new  giant  oil  fields  were  apparently  receding.  Increases  of  re- 
serves during  the  remainder  of  this  century  would  probably  come  from 
re-evaluadons  of  old  deposits.  At  present,  only  25%  of  the  oil  in  die 
ground  can  normally  be  extracted,  but  progress  in  enhanced  recovery 
methods  could  raise  the  recovery  rate  to  4096.'"'  It  is  important  to  note  that 
additional  reserves  will  only  be  established  if  there  are  commensurate 
capital  investments.  The  above  report  further  suggested  that  it  might  be 
technically  possible  to  raise  the  annual  overall  rate  of  gross  addidons  to 
proven  reserves  to  between  4  and  5  billion  tonnes  by  about  1990  (pre- 
sently in  the  order  of  3  billion  tonnes  annually).  But  it  was  by  no  means 
certain  that  capital  investments  of  the  right  size  and  at  die  right  place  will 
be  made. 

Capital  investments  can  be  materialized  only  if  die  companies  obtain 
adequate  financial  resources,  if  there  is  government  assistance  for  the  im- 


19  "How  Much  Oil  in  the  World?"  in  Petroleum  Economist  (March  1978),  pp.  86-87. 
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provement  of  exploration  and  production  technology,  and  if  inter- 
national agreements  are  concluded  to  ensure  that  some  of  the  promising 
deposits  in  the  developing  countries  do  not  remain  unexplored.  Indeed, 
of  70  developing  countries  recently  examined  by  the  World  Bank,  only  10 
were  found  to  be  "adequately"  explored,  and  of  23  countries  exhibidng 
"high  or  very  high  prospects"  only  7  have  had  a  thorough  going-over. 

The  above  brief  review  of  the  prospects  of  finding  oil  during  the  de- 
cade of  the  1980s  suggests  two  important  dimensions  entering  into  the 
business  of  oil,  so  to  say,  or  more  generally  into  energy  management.  The 
first  dimension  regards  the  acceptance,  not  only  by  the  oil  companies,  but 
by  governments  and  the  public  at  large  of  the  necessity  to  search  for  oil  in 
more  or  less  marginal  areas  with  the  prospects  of  finding  marginal  oil 
fields  which  would  add  only  marginally  to  the  existing  proven  reserves. 
The  second  dimension  derives  from  the  necessity  to  explore  virgin  areas 
mostly  located  in  the  developing  countries,  and  thus,  calls  for  greater  un- 
derstanding of  the  sensitivities  involved. 

In  fact,  this  new  game  may  have  started  already.  A  report  in  The  Asian 
Wall  Street  Journal  stated  that  East  Asia  (Northeast  and  Southeast  Asia)  was 
possibly  becoming  the  best  example  of  a  vsddening  oil  search  in  relatively 
stable  developing  countries  where  huge  finds  were  not  in  the  cards.-"  The 
biggest  attraction  of  this  region,  as  the  report  suggested,  is  probably  be- 
cause it  was  not  the  Middle  East.  But  it  could  also  be  argued  that  South- 
east Asia  for  example,  is  relatively  a  virgin  area.  The  U.S.  has  an  average 
of  one  exploration  well  drilled  every  70  square  miles.  In  Southeast  Asia  it 
is  one  well  in  4,500  square  miles. 

Activides  in  East  Asia  have  accelerated  in  1979.  The  number  of  drill- 
ing rigs  increased  at  twice  the  rate  of  the  two  previous  years.  At  the  same 
time,  oil  companies  have  escalated  their  bids  on  exploration  contracts. 
Reports  on  the  successful  bid  by  Gulf  Oil  Corporadon  for  the  right  to  ex- 
plore a  24,000  square  mile  area  within  the  Indonesian  waters  north  of  the 
Natuna  island  with  a  price  tag  of  US$  20  million,  were  received  with  as- 
tonishments. In  1968  another  foreign  consortium  paid  USS  1.5  million 
for  approximately  120,000  square  miles  in  the  same  area.  In  June  1979, 
the  Indonesian  state  oil  company  Pertamina  went  into  a  new  type  venture 
(the  50/50  joint  operadng  arrangement)  with  Japan  in  which  the  latter  ad- 
vanced a  USS  160  million  exploration  loan  to  the  former,  with  the  pro- 
vision that  the  loan  would  not  have  to  be  repaid  unless  oil  was  dis- 
covered. This  was  followed  by  a  USS  150  million  Japanese  bank  credit. 


20  "Why"  Oilmen  Like  East  Asia:  It  isn't  V^^cst  Asia",  The  Asian  Wall  Street  Journal.  De- 
cember 20,  1979 
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and  thereby  made  Japan  the  leading  source  of  exploration  money  for 
Indonesia,  to  surpass  the  traditional  source  which  was  the  U.S.  Other 
companies  also  increased  exploration  activities  in  Indonesian  territories: 
the  Indonesian  subsidiary  of  Royal  Dutch/Shell  in  the  jungles  of  Irian 
Jaya  for  US$  25  million  and  Mobil  Corporation  in  a  4,000  square  mile 
area  near  Natuna  for  US$  22  million. 

In  the  Philippines,  30  exploration  contracts  were  signed,  perhaps 
primarily  because  of  favorable  contract  terms.  Although  those  deals  were 
relatively  small,  it  was  said  that  if  companies  could  make  money  on  these 
small  things,  they  would  go  after  them.  In  Malaysia,  on  the  other  hand, 
exploration  seemed  to  have  stagnated  becajuse  foreign  companies  con- 
sidered the  government's  terms  too  stiff;  some  rights  to  drill  off  Malay- 
sia's east  coast  had  even  been  given  up,  and  the  government  was  planning 
to  drill  the  area  by  forming  its  own  exploration  company.  China  will 
open  bids  for  drilling  contracts  after  completion  of  seismic  surveys  under- 
taken by  a  variety  of  foreign  oil  companies  and  expects  to  see  a  rush.  Aus- 
tralia has  also  become  an  attractive  area:  Exxon,  Phillips  Petroleum 
Company  and  others  have  started  drilling  70  miles  off  the  northwest  coast 
of  Australia  at  water  depths  of  4,000  feet. 

The  above  account  illustrates  the  possibilities  to  making  use  of  the  op- 
portunities available  to  the  Asia-Pacific  region,  however  limited  they 
might  look  at  first  sight.  Acceleration  of  activities  in  the  search  for  oil  in 
Indonesia  definitely  was  a  response  to  recent  developments  in  Iran  and 
the  Middle  East.  But  it  required  many  other  factors  to  bring  about  this 
development.  As  will  be  discussed  below,  in  order  that  these  ventures  will 
make  sense  at  all,  there  still  are  more  requirements  to  be  fulfilled,  such  as 
cooperation  in  the  development  of  alternative  energy  sources,  primarily 
to  meet  Indonesia's  increasing  demand  for  energy  and  to  maintain  signi- 
ficant amounts  of  exportable  oil  surpluses  in  the  years  to  come. 

The  search  for  oil  in  Indonesia  started  in  1872  (in  West  Java).  With  an 
initial  production  of  2,000  barrels  per  day  in  1893  the  cumulative  amount 
of  oil  produced  in  Indonesia  has  now  amounted  to  over  7.6  billion 
barrels,  of  which  about  4.5  billion  barrels  over  the  period  1967-1978, 
following  the  efforts  by  the  government  to  revitalize  Indonesia's  pe- 
troleum industry  and  to  create  a  favorable  investment  and  business 
climate.  Extensive  exploration  activities  started  in  1967  after  a  period  of 
stagnation  since  Worid  War  II.  More  than  50  fields  were  discovered  dur- 
ing the  period  1967-1978,  some  having  reserves  of  more  than  200  million 
barrels.  Both  onshore  and  offshore  fields  had  been  discovered.  Offshore 
drilling  in  Indonesia  had  a  success  ratio  of  2556.  Overall  exploration 
success  ratios  were  above  average:  30%  in  1976,  4096  in  1977  and  3656  in 
1978; 
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Total  remaining  recoverable  reserves  have  been  estimated  to  ap- 
proach some  50  billion  barrels,  based  on  present  knowledge  and  techno- 
logy. Of  the  28  known  tertiary  basins  in  Indonesia  (see  map),  only 
8  have  been  developed  so  far  and  only  one  has  been  extensively  de- 
veloped. The  remaining  20  undeveloped  basins  have  different  potentials, 
and  there  are  reasons  to  believe  that  Indonesia  can  at  least  double  its  oil 
production  by  the  end  of  this  century.^.' 

The  search  for  oil,  however,  is  expensive.  For  the  period  1967-1978, 
foreign  oil  contractors  spent  US$  5.8  billion  for  exploration,  devel- 
opment and  production  of  oil  and  gas  in  Indonesia.  From  the  point  of 
view  of  potential  resources  Indonesia  remains  attractive.  The  question  is 
how  to  stimulate  foreign  investment  to  increase  oil  production  levels  in 
the  years  to  come. 

In  1960  Indonesia  made  an  end  to  the  concession  system  under  which 
the  oil  industry  operated  and  replaced  it  with  the  oil  and  Gas  Law  (Law 
No.  44)  in  which  the  state  was  given  exclusive  rights  to  exploit  petroleum 
resources.  The  creation  of  three  national  oil  companies  in  1961  paved  the 
way  for  direct  participation  of  the  state  in  exploration  and  development. 
The  law  stipulated  that  private  and  foreign  companies  conducted  their  oil 
operations  as  a  contractor  to  the  national  oil  companies.  Foreign  com- 
panies which  held  oil  rights  (Shell,  Stanvac  and  Caltex)  surrendered  their 
rights  and  signed  a  "Contract  of  Work"  agreement  with  the  state  oil  com- 
panies. In  1968,  the  three  state  oil  companies  were  merged  into  Perta- 
mina. 

Other  contract  agreements  (since  1966)  are  based  on  "Production 
Sharing".  As  of  today  there  are  over  50  production  sharing  contracts,  in- 
volving more  than  30  companies.  The  production  sharing  agreement  is 
based  on  a  division  of  actual  production  between  Pertamina  and  the  con- 
tractor rather  than  net  profits.  The  contractor  is  allowed  to  deduct  up  to 
4096  of  annual  crude  production  for  cost  recovery,  and  the  remaining 
production  is  shared  on  a  65  :  35  basis  in  favor  of  Pertamina.  Pertamina 
is  responsible  for  the  management  in  the  operation  contemplated  in  the 
contract,  and  approves  annual  work  programs  and  budgets  prepared  by 
the  contractors;  the  contractors  must  work  according  to  the  approved 
budgets.  The  contractor  provides  all  the  financing  and  carries  the  risk  of 
all  operating  cost,  and  has  an  obligation  to  deliver  a  portion  of  its  share 
(maximum  2596)  for  the  domestic  market  (pro-rata  crude)  which  is  valued 
at  US$  0.20  per  barrel. 


21  Wijarso,  Developments  in  the  Oil  and  Gas  Sector  in  Indonesia,  paper  presented  at  the  Indo- 
nesia-U.S.  Business  Seminar,  Los  Angeles,  April  17,  1979 
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•  Because  of  the  sharp  increiase  in  the  price  of  oil  in  1973  and  1974,  the 
government  entered  into  negotiations  with  the  contractors  to  modify  the 
existing  agreements.  The  new  terms  called  for  a  85  :  15  split  in  favor  of 
Pertamina.  The  8596  share  was  considered  to  include  the  contract  pay- 
ment of  Indonesian  corporate  tax  liabilities.  With  pro-rata  crude  still 
valued  at  US$  0.20  per  barrel,  the  split  was  effectively  close  to  88:12.  The 
revision  also  stipulated  the  change  from  the  straight  line  five-year 
depreciation  to  the  double  declining  balance  method.  The  depreciation 
was  7  years  for  contracts  with  proven  reserves  less  than  300  million  barrels 
and  14  years  for  contracts  with  proven  reserves  more  than  300  barrels  as 
of  January  1,  1976.  The  contractor  was  allowed  to  recover  the  cost  of  total 
production  instead  of  4096  of  production. 

The  terms  of  the  renegotiated  contracts  were  considered  too  restrictive 
on  the  foreign  contractors.  Exploration  and  development  expenditures 
began  to  decline  although  production  itself  still  showed  an  increase.  The 
U.S.  Internal  Revenue  Service  ruling  in  May  1976  was  also  a  factor  in  the 
downturn  in  exploration  activities.  The  ruling  stipulated  that  production 
sharing  payments  to  Pertamina  did  not  constitute  taxes  but  royalties  for 
U.S.  tax  purposes.  As  such  they  did  not  qualify  for  write-offs  on  the  com- 
panies' U.S.  tax  returns.  After  extensive  negotiations  and  some  modi- 
fications of  the  Indonesian  tax  code  the  problem  was  solved  with  a  new 
IRS  ruling  in  May  1978. 

Due  to  adverse  developments  following  the  revisions,  the  govern- 
ment offered  exploration  incentive  programs  in  early  1977,  applied  re- 
troactively from  January  1,  1977.  The  price  of  pro-rata  crude  from  new 
and  secondary  recovery  wells  was  valued  at  the  realized  export  price  for 
the  first  five  years,  instead  of  USS  0.20  per  barrel.  An  additional  de- 
preciation allowance  (credit)  equivalent  to  2096  of  capital  investment 
(which  actually  has  a  net  value  after  taxes  of  5.896  of  the  investment)  in 
new  field  development  and  production  was  granted  for  application 
against  the  first  year  and/or  second  year  production,  provided  that  the 
government  received  at  least  4996  of  gross  production.  Furthermore,  a  de- 
preciation of  7  years  was  applied  independent  of  the  size  of  proven  re- 
serves. Both  the  1977  incentives  programs  and  the  1978  IRS  ruling  had 
favorable  effects  on  exploration  activities. 

Another  development  was  the  establishment  of  a  joint  participation 
plan  or  a  50/50  joint  operating  arrangement  between  Pertamina  and 
foreign  contractors  in  exploration  and  development  of  areas  exclusively 
reserved  for  Pertamina.  This  arrangement  reduced  Pertamina's  own  ex- 
ploration costs  and  provided  the  foreign  contractors  with  lower  risk  acre- 
age. It  covered  acreage  where  some  exploration  work  had  already  been 
undertaken  by  Pertamina  and  would  commit  the  foreign  contractor  to 
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spend  at  least  as  much  on  exploration  as  was  spent  by  Pertamina  already: 
The  contractor  was  committed  to  carry  all  expenses  for  the  first  three 
years;  thereafter  exploration  costs  would  be  equally  shared  by  Pertamina 
and  the  contractor.  Any  investment  by  the  contractor  during  the  initial 
three  years  which  exceeded  the  earlier  investment  would  be  recoverable 
against  future  production.  Production  is  divided  on  an  equal-share  basis 
and  the  contractor's  5096  share  was  treated  under  the  renegotiated  terms 
of  the  standard  production  sharing  agreement,  including  the  exploration 
incentive  programs. 

Equally  encouraging  to  oil  production  trends  in  Indonesia  is  the 
application  of  secondary  recovery  techniques.  Early  1978  Caltex  an- 
nounced plans  to  spend  for  the  expansion  of  its  water  injection  program 
in  the  Minas  field,  one  of  the  25  fields  in  die  world  which  had  surpassed 
the  billion  barrel  milestone.  Indonesia  also  initiated  a  plan  for  the  con- 
struction of  facilities  for  a  water  injection  program  in  the  Handil  field. 
These  additional  efforts  could  increase  Indonesia's  oil  production,  but 
they  alone  would  not  meet  Indonesia's  (unofficial)  goal  of  reaching  2.5 
million  barrels  a  day  by  the  end  of  this  decade.  Increasing  exploration  ef- 
forts are  required.^'' 

The  development  in  1979,  as  shown  earlier,  was  encouraging.  If  the 
momentum  can  be  sustained,  Indonesia  could  assume  an  increasingly  im- 
portant role  in  and,  in  fact,  strengthen  any  form  of  regional  energy 
management.  Similarly,  die  Indonesian  experience  provides  a  workable 
model  for  further  efforts  to  increase  oil  production  involving  the 
developing  countries  in  particular.  The  Philippines  and  Burma,  for  exam- 
ple, have  already  adopted  Indonesia's  formula.  In  these  countries,  as  in 
Indonesia,  it  can  be  expected  that  the  government  will  continue  to  apply 
die  principle  of  maximum  government  take  and  maximum  government 
mvolvement,  insisting  on  rigid  adherence  to  "production  sharing".  In 
Indonesia's  oil  policy,  financial  consideration  will  remain  central  and 
decisive.^' 

Indonesia's  oil  policy,  in  which  effbrts.to  increase  and  accelerate  oil 
(and  gas)  production  are  emphasized,  has  to  be  seen  within  the  overall 
energy  policy.  In  order  to  secure  the  supply  of  energy,  not  only  for 
domestic  use,  but  also  for  export,  diversification  -  away  from  oil  -  is  a 
major  challenge,  especially  in  view  of  the  rapidly  growing  domestic  de- 
mand. Domestic  energy  consumpdon  has  been  growing  at  a  rate  of  13.796 


22  Harocn  Al-Rasjid,  The  Development  of  Oil  and  Gas  in  Indonesia,  paper  presented  at  the 
Indoncsia-U.S.  Business  Seminar,  Los  Angeles,  April  17,  1979 

23  Haroen  Al-Rasjid,  ibi^i. 
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per  annum  during  the  period  1970-1977,  compared  to  5.2%  per  annum 
during  the  period  1963-1969.  Commercial  energy  consumption  per 
capita,  however,  is  still  very  low;  at  present  it  amounts  to  slightly  above  1 
boe/cap.,  as  compared  to  25  boe/cap.  in  Japan  and  63  boe/cap.  in  the 
U.S.  Therefore,  Indonesia  will  face  a  continuation  of  a  high  rate  of 
growth  in  domestic  demand  for  energy  as  the  modern  sector  of  the  eco- 
nomy develops  further. 

In  view  of  this  it  is  imperative  for  Indonesia  to  develop  a  more  ba- 
lanced energy  policy,  concentrating  in  the  short  and  medium  term  on 
economizing  energy  consumption,  particularly  economizing  on  the  con- 
sumption of  oil,  on  undertaking  efforts  to  step  up  exploration  and  pro- 
duction of  oil  and  gas,  mainly  for  export,  and  on  shifting  primary  energy 
from  oil  to  coal,  hydropower,  geothermal,  etc.  For  Indonesia,  the  pro- 
blem in  the  short  and  medium  term  is  not  one  of  resources  or  techno- 
logy but  mainly  a  financial  one.** 

As  a  developing  country,  Indonesia's  financial  resources  are  limited. 
A  plough-back  of  oil  export  earnings  into  the  development  of  other 
energy  resources  is  very  often  not  feasible  because  of  strong  competition 
from  other  sectors  for  the  same  financial  resources.  Foreign  exchange  re- 
quirements and  availabilities  for  energy  investment  are  also  to  be  viewed 
in  the  context  of  Indonesia's  total  external  capital  requirements  and 
availabilities;  they  are  subject  to  the  priorities  of  Indonesia's  national 
development  plans,  and  will  be  managed  in  accordance  with  the  debt  re- 
payment capacity  of  the  country. 

As  shown  in  Table  I,  estimates  of  capital  requirements  for  the  energy 
sector  during  the  Third  Five- Year  Development  Plan  (1979/80-1983/84) 
range  from  US$  17.6  billion  to  US$  24.3  billion.  These  amounts  are  large 
compared  to  the  estimated  total  savings  during  the  Third  Plan  of  about 
US$  68.5  billion  and  given  the  investment  needs  of  other  sectors  of  the 
economy. 

Therefore,  all  sources  of  financing  need  to  be  mobilized,  and  ap- 
propriate mixes  and  structures  of  financing  be  developed  so  as  to  arrive  at 
satisfactory  scheme  of  financing  which  suits  the  individual  nature  and  re- 
quirements of  different  projects,  does  not  pre-empt  other  priority  sectors, 
results  in  a  total  debt  burden  within  the  country's  overall  repayment 
capacity,  and  is  consistent  with  the  investment  policies  of  the  country.  As 
suggested  by  Mooy,  such  a  scheme  would  involve  the  following  criteria:" 


24  A.  Mooy,  Financing  Energy  Development  in  Indonesia,  paper  presented  at  the  Technical  Dis- 
cussion on  Energy,  WFEO  Conference,  Jakarta,  November  17,  1979 

25  A.  Mooy,  ibid. 
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Table  I 


CAPITAL  REQUIREMENTS  FOR  THE  ENERGY  SECTOR  1979/80  -  1983/84 


First  Estimate: 

1.  Oil  exploration,  production  and  refining  US$  12.0  billion 

2.  Gas  production  and  processing  US$    2.1  billion 

3.  Coal  exploradon  and  production;  geothemnal 

heat  drilling  and  producdon  US$    0.9  billion 

4.  Electric  power  generation,  transmission  and 

production  tjSS    2.6  billion 


Total  US$  17.6  billion 

Second  Estimate:  * 

1.  Oil  and  gas  (incl.  spending  on  tele- 
communicadon  and  environmental  pro- 

tecdon)  US$  17.5  billion 

2.  Electric  power  (distribution,  transmission, 

generation)  and  city  gas/  USS    6.4  billion 

3.  Coal  (development  of  Bukit  Asam  coal  mine)  USS    0.4  billion 


■Total  USS  24.3  billion 


Estimates  given  by  A.  Mooy,  Financing  Energy  Development  in  Indonesia,  paper  presented  at 
die  Technical  Discussion  on  Energy,  WFEO  Conference,  Jakarta,  November  17,  1979. 

Estimates  given  by  Samaun  Samadikun,  Indonesia's  Energy  Policy  and  Programs,  paper  pre- 
sented at  the  CSIS-sponsored  Seventh  Indonesia-Japan  Conference,  Bali,  September  5- 
7,  1979  ^ 


a.  for  export-oriented  projects  such  as  crude  oil  production  and  LNG 
development,  it  is  desirable  to  continue  the  present  scheme  of  finan- 
cing, namely  straight  investment  under  production  sharing  arrange- 
ment or  joint  venture  investment,  borrowing  from  private  sources 
without  guarantee  of  die  government  of  Indonesia; 

b.  for  projects  serving  domestic  as  well  as  foreign  markets  such  as  oil 
refineries  or  projects  only  serving  the  domestic  market  but  under- 
taken in  a  package  with  an  export-oriented  project  such  as  the  Asahan 
hydropower  project,  a  joint  venture  could  be  developed  with  loan 
capital  from  foreign  private  sources  without  or  with  pardal  guarantee 
of  the  government.  This  scheme  assumes  the  existence  of  realisdc  pric- 
ing policies  and  radonal  tariff  structures; 

c.  for  projects  serving  only  the  domesdc  market  widi  realisdc  pricing 
policies  and  rational  tariff"  structures,  a  joint  venture  between  public 
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and  domestic  private  enterprises  could  be  explored,  borrowing  from 
semi-concessionary  sources  abroad  with  partial  or  full  guarantee  of  the 
government; 

d.  projects  serving  the  domestic  market  at  subsidized  prices  or  tariffs  are 
to  be  undertaken  by  public  corporations,  borrowing  only  from  foreign 
concessionary  sources  with  full  government  guarantee. 

It  was  recognized  that  Indonesia's  present  approach  to  financing 
energy  projects  might  have  caused  some  uncertainty  in  the  foreign  in- 
vestors community. However,  it  needs  to  be  understood  that  there  are 
pressing  social  and  economic  development  projects  of  great  need  for 
financing  and  which  cannot  be  undertaken  wdthout  the  participation  and 
guarantee  of  the  government.  Indonesia's  borrowing  capacity  must  ac- 
cord these  projects  a  high  priority.  Within  these  constraints,  the  develop- 
ment of  Indonesia's  energy  potentials  is  still  open  for  foreign  investment. 
An  understanding  of  this  policy  and  closer  cooperation  in  this  field  are 
important  to  strengthening  regional  energy  management,  which  is  a 
necessity  for  the  Asia-Pacific  region. 


26  Wijarso,  Indonesia's  Energy  Future:  The  Challenge  and  the  Opportunity,  luncheon  address  to 
the  American  Chamber  of  Commerce  Meeting,  Jakarta,  November  6,  1979 
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STRUCTURAL  CHANGES  IN 
SEVERAL  INDUSTRIAL  COUNTRIES 
IN  THE  ASIA-PACIFIC  REGION:  AN 
OPPORTUNITY  FOR  INDONESIA 

J.  PANGLAYKIM 


INTRODUCTION 

According  to  some  observers  and  analysts  the  1980s  wi'I  be  a  decade 
of  turbulence.  There  will  be  disturbances  all  over  the  world  during  diis 
decade,  but  there  will  also  be  challenges.  However,  in  the  present  context 
we  shall  restrict  ourselves  to  the  discussion  of  problems  of  die  inter- 
national business  world.  This  does  not  mean  diat  other  problems,  such  as 
diose  involving  the  international  political  development  and  inter- 
national relations,  are  less  important.  We  shall  observe  this  as  an  aspect 
that  will  affect  both  the  national  and  international  business  worlds.  Apart 
from  that,  diis  restriction  is  also  purported  toward  observing  the  effect  of 
international  business  on  the  development  of  national  business  and  in- 
dustry. 

We  believe  that  international  business  in  general  and  in  the  Asia-Paci- 
fic region  in  particular  are  confronted  with  many  problems.  These  pro- 
blems will  play  quite  an  important  role  in  determining  the  changes  in 
patterns  of  trade,  investment  and  business  relations  of  Indonesia,  ASEAN 
and  several  other  countries  in  the  Asia-Pacific  region.  This  process  of 
changes,  now  being  developed  and  expected  to  be  developed,  constitutes 
the  structural  changes  diat  will  in  the  first  instance  be  undertaken  by  a 
minimum  of  two  countries  in  the  Asia- Pacific  region  but  will  later  be 
followed  by  other  countries  in  the  region. 

To  complement  this  discussion  it  is  necessary  that  we  first  make  an 
analysis  of  the  development  of  the  international  business  world  and  eco- 
nomy that  have  brought  about  these  problems  of  structural  changes  and 
have  to  be  faced  by  the  industrial  countries  and  also  of  how  these  struc- 
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tural  changes  will  affect  the  developing  nations  with  and  without  mineral 
resources,  raw  materials  and  the  like. 

POST-WORLD  WAR  II  DEVELOPMENT:  RAPID  ECONOMIC 
GROWTH 

War- torn  countries  like  West  Germany  and  Japan  have  by  the  end  of 
the  Second  World  War  been  aided  in  the  reconstruction  of  their 
economies.  In  the  case  of  West  Germany,  this  has  been  done  through  the 
Marshall  Plan,  while  Japan  has  been  aided  by  the  United  States,  under 
whose  "umbrella"  its  economy  has  been  fully  rehabilitated.  Both  these 
countries  have  now  become  two  of  the  four  giant  economic  powers  in  the 
world. 

The  era  after  World  War  II  until  the  beginning  of  1970  may  be  re- 
garded as  a  free  trade  era.  During  this  period  the  leadership  of  the  Uni- 
ted States  in  the  military,  political  and  economic/business  fields  has  ap- 
parently been  unchallenged  and  its  supremacy  in  these  fields  is  now  still 
recognized.  The  United  States  took  up  the  leadership  role  in  the  triangle 
of  economic  and  political  cooperation  with  Western  Europe  and  Japan. 
This  is  seen  politically  as  a  stabilizing  factor  at  the  international  level.  The 
political  stability,  development  of  free^  trade  and  retention  of  the  inter- 
national monetary  system  based  on  a  fixed  exchange  rate  have  made  it 
possible  for  such  countries  as  Japan  and  West  Germany  to  take  full  ad- 
vantage of  the  then  prevailing  condition.  The  present  world  and  inter- 
national business  situation  has  put  pressures  on  Japan  to  reformulate  her 
development  strategy.  Japan  has  gained  supremacy  in  the  business  and 
economic  fields  through  its  export-led-economic  strategy.  Japan  wants, 
and  has  started,  to  develop  its  national  economy  based  on  this  export-led 
strategy  that  is  different  from  that  of  the  other  big  powers  like  the  United 
States  and  other  European  countries  (except  probably  West  Germany) 
which  have  based  their  strategy  on  the  domestic-demand-led  economy. 
The  choice  of  die  export-led-economic  strategy  is  to  be  attributed,  among 
others,  to  the  physical  condition  of  Japan  itself  which  has  practically  no 
mineral  resources  and  raw  materials,  while  for  the  development  of  its 
economy  Japan  needs  raw  materials  and  mineral  resources.  However,  to 
acquire  this  all,  Japan  has  to  buy  them  from  the  producer-countries,  thus 
ensuring  itself  of  continued  supplies,  but  for  these  purchases  a  great  deal 
of  money  is  needed,  which  can  only  be  obtained  from  exports,  so  that  ex- 
ports will  have  to  be  the  main  source  of  foreign  exchange  for  the  finan- 
cing of  those  imports. 

Seen  from  the  point  of  view  of  national  planning,  the  need  for  raw 
materials  in  order  to  put  Japan's  business  and  industrial  machineries  in 
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motion  has  to  be  substantiated  by  the  use  of  an  efficient  and  effective 
national  logistics  system.  The  tendency  in  many  countries  is  to  leave  the 
solution  of  their  logistical  problems,  important  for  their  national  econ- 
omies, to  their  government  institutions  or  state  enterprises.  However,  this 
has  not  been  resorted  to  by  Japan,  because  this  country  has  quite  a  long 
experience  in  the  development  of  its  private  sector.  So  the  Japanese 
government,  which  has  regarded  "administrative  guidance"  as  part  of  its 
national  industrial  policy,  has  entrusted  the  "sogo  shosha"  (general 
trading  firms,  variously  known  before  World  War  II  as  Zaibatsu  and  Kei- 
retsu)  widi  die  supply  of  its  raw  materials.  It  appears  that  diis  export-led- 
economic  strategy  has  transformed  Japan  into  "Japan  Incorporated", 
creadng  both  a  formal  and  informal  network  among  the  govern- 
ment/bureaucradc  sector,  private  business  and  industrial  sector  and  poli- 
tical power  centres,  such  as  the  Liberal  Democradc  Party,  and  showing  re- 
sults diat  have  not  yet  been  seen  in  other  countries  because  of  its  in- 
tricacy except  probably  Soudi  Korea.  After  World  War  II,  Japan  widi 
proper  preparation  and  planning  has  made  good  use  of  diis  golden  op- 
portunity. Japan's  economic  growth  between  1969  and  1973  was  on  aver- 
age 10.396.  This  may  be  regarded  as  a  high  growth  economy.  Japan's  in- 
dustrial development  has  been  centred  on  efforts  to  increase  its  pro- 
duction capacity  in  order  to  produce  industrial  products  for  export  to  die 
international  market.  The  Japanese  success  in  creating  an  international 
network  has  helped  them  effectively  to  penetrate  die  international  market. 
In  many  countries  especially  in  the  United  States  and  die  EEC  countries, 
diis  has  become  a  strong  competitive  power  in  die  domestic  economy.  As 
a  result  of  die  influx  of  Japanese  industrial  products  and  the  subsequent 
competition  with  domestic  products,  die  United  States  and  Western 
Europe  have  been  forced  to  reduce  dieir  capacity  or  even  stop  their  activi- 
ty. Unemployment  and  loss  of  market  for  die  domestic  industry  con- 
cerned have  necessitated  lobbyists  and  power  centres,  bodi  political  and 
economic,  to  resort  to  propose  regulation  of  protectionism.  It  appears 
diat  at  die  government  level  diere  are  frictions  in  die  relationship  be- 
tween Japan  and  the  United  States  and  between  Japan  and  die  EEC.  The 
talks  held  by  die  Japanese,  United  States  and  EEC  governments  have  not 
run  smoothly.  Tensions  have  arisen  and  undiplomatic  verbal  attacks  have 
been  launched  at  Japan,  thus  pressing  Japan  to  change  its  attitude.  One  of 
diese  pressures  has  been  directed  toward  the  opening  up  of  die  Japanese 
domestic  market  to  foreign  goods,  importing  of  more  foreign  agri- 
cultural products  and  changing  its  industrial  structure.  These  con- 
sequences of  structural  changes  will  have  an  important  impact  on  die  de- 
velopmg  countries  in  die  ASEAN  region. 

During  the  1970s  die  many  "shokkus"  (shocks)  in  the  political  and 
economic  sectors,  price  increases  of  oil  and  other  raw  materials,  and  re- 
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luctance  in  accepting  Japanese  industrial  products  have  given  birth  to 
many  new  forms  of  protectionism,  such  as  OMAS  (Organized  Marketing 
Agreement),  Organized  Free  Trade,  etc.,  and  have  an  important  impact 
on  Japan's  international  economic  activities.  This  all  have  given  us  the 
impression  that  Japan  should  quickly  change  its  economic  development 
strategy  in  order  to  come  to  a  slower  growth,  as  the  Japanese  economic 
growth  at  present  has  been  estimated  at  around  5.5%.  The  gradual 
changes  in  the  operation  of  the  free  trade  system  during  the  late  1970s 
and  the  change  of  the  system  of  fixed  exchange  rate  into  floating  ex- 
change rate  plus  the  increases  of  prices  of  raw  materials,  has  forced  Japan 
to  direct  its  strategy  toward  a  slower  growth  and  to  ponder  over  what 
further  steps  should  be  taken  to  facilitate  the  structural  changes  in  its  in- 
dustry. It  appears  that  Japan  has  now  already  given  its  go  ahead  to  its 
complicated  and  intricated  decision-making  mechanism  to  di-aw  up  a  new 
blue-print  for  its  industry  directed  toward  the  forming  of  intensive  know- 
ledge industries.  It  is  hoped  that  in  so  doing  the  industry  will  be  able  to 
reduce  its  dependence  on  energy  and  enter  the  international  market  with 
products  of  high  technological  content.  In  other  words,  the  process  of 
these  structural  changes  is  directed  toward  the  development  of  a  service 
economy  in  the  hope  that  this  will  reduce  the  pressures  because  Japan  has 
now  entered  the  market  with  products  of  intensive  knowledge  industries. 

However,  even  with  the  formulation  of  this  new  blue-print  Japan  still 
has  to  resort  to  an  export  strategy  although  this  will  now  no  longer  be 
based  only  on  the  high  usage  of  energy.  We  believe  that  it  will  be  difficult 
to  change  the  basic  system,  because  Japan  is  poor  in  mineral  resources 
and  raw  materials.  It  has  to  increase  its  ability  to  create  human  resources 
that  is  both  innovative  and  creative.  With  regard  to  government  policy 
guidance  Japan  appears  to  have  a  positive  aspect  by  drawing  up  of  a  blue- 
print, still  provisional  in  nature  but  clearly  a  structural  change  that  is 
directed  toward  the  establishment  of  tertiary  industries.  This  matter  is  to 
be  seen  as  a  step  that  may  be  advantageous  for  our  ovm  economy,  es- 
pecially in  our  interdependent  relationship  with  Japan,  because  if  we  can 
handle  properly,  it  will  alter  the  patterns  of  trade  and  investment  of  Indo- 
nesia and  Japan  and  probably  also  with  other  trading  partners  in  the  in- 
ternational business  world. 


THE  UNITED  STATES  AND  THE  STRUCTURAL  CHANGES 

As  far  as  decision-making  in  the  United  States  is  concerned,  there  are 
many  sides  that  have  to  be  taken  into  account,  mainly  because  of  the  ex- 
istence of  a  large  number  of  decision  centres  with  varying  interests  —  busi- 
ness, industry,  banking,  labour.  Congress,  government,  bureaucracy  and 
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SO  on  -  so  that  it  will  be  difficult  to  expect  a  blue-print  that  is  similar  to 
that  of  the  Japanese  to  be  drawn  up.  In  the  United  States  the  role  of  the 
private  sector  is  more  dominant  compared  to  that  of  the  other  sectors. 
Hence,  we  cannot  expect  a  decision  to  be  taken  in  the  Japanese  manner. 
The  decision-making  process  at  the  macro  level  in  the  United  States,  ad- 
ministrative guidance  as  in  Japan  is  apparently  not  an  acceptable  pro- 
cedure. 

The  American  economy  is  not  based  on  one  national  blue-print.  Each 
enterprise  or  each  industrial  unit  has  a  planning  of  its  ovm,  basing  its  ac- 
tivities on  a  free-enterprise-economy,  so  that  in  reality  the  American 
economy  is  based  on  hundreds  or  even  thousands  of  corporate  plannings. 
Coordinating  these  individual  plannings  is  the  market  and  price 
mechanism.  The  success  or  failure  of  a  corporate  plan  is  therefore  deter- 
mined by  the  market  and  price  mechanism.  This  means  that  the  eco- 
nomic growth  of  the  United  States  have  from  the  past  decades  until  now 
been  based  on  the  domestic-demand-led  economic  system.  The  domestic 
market  has  given  enough  chances  to  thousands  of  enterprises  to  develop 
themselves  and  exports  are  to  a  large  number  of  enterprises  in  the  United 
States  not  their  main  occupation. 

It  appears  that  the  development  of  the  United  States  MNCs  has  over 
these  last  few  years  shown  a  tendency  toward  expansion  of  operation 
abroad.  As  is  the  case  with  other  industrial  nations,  the  domestic  market 
in  the  United  States  has  already  reached  a  point  of  satiation,  so  that  new 
locations  in  the  so-called  "growth  areas"  will  have  to  be  found  in  order  to 
enable  these  MNCs  to  develop  further.  Countries  in  Asia  have  already 
been  classified  by  the  United  States  and  West  European  MNCs  as  "growth 
areas"  which  are,  has  been  or  wall  be,  the  next  target  for  expansion.  It  is 
in  these  areas  that  the  American  export  and  foreign  trade  activities  are 
beginning  to  play  important  roles.  The  foreign  trade  of  the  United  States 
MNCs,  formerly  mostly  in  the  West  European  countries,  is  now  being 
transferred  to  the  Asian  countries,'  particularly  Japan  and  South  Korea, 
where  the  volume  of  foreign  trade  has  already  exceeded  that  of  the  West 
European  nations.  However,  it  seems  that  the  United  States  is  not  yet  in  a 
position  to  transform  its  industries  (like  the  steel  and  textile  industries)  re- 
garded as  less  productive  or  obsolete.  They  are  in  no  position  to  compete 
with  Japan.  It  is  important  to  transfer  into  other  industries  with  higher 
productivity  potentials.  The  steel  and  textile  industries  have  succeeded  in 
putting  pressure  on  the  United  States  Government  to  take  measures  to  re- 
strict the  importation  of  similar  products  from  other  countries.  Pro- 
tectionism, regarded  as  a  thing  of  the  past,  seems  to  be  still  in  vogue.  As  a 


See  Dr.-Hadi  Soesastro's  article,  entitled:  "Economic  Interdependency  in  the  Asia-Paci- 
fic Region  in  the  1980s",  AnalUa,  October  1979 
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matter  of  fact,  with  these  restrictions  the  consumers  are  duped,  while  the 
producers  with  their  active  lobbies  have  given  proteciton  to  obsolete  in- 
dustries in  the  United  States  v^th  the  justification  that  they  have  acted  in 
the  interest  of  the  nation  by  forestalling  increased  unemployment. 

Although  the  United  States  is  in  principle  not  going  to  revert  to  the 
system  of  protectionism,  regarded  as  still  committed  to  the  system  of  free 
trade,  this  principle  of  free  trade  between  Japan  and  the  newly  in- 
dustrialized nations  has  in  reality  been  violated  and  has  not  been  im- 
plemented consistently.  We  see  that  the  national  interest  will  urge  the 
decision-makers  to  pay  more  attention  to  the  national  enterprises  when- 
ever their  position  is  in  danger.  If  we  compare  that  which  has  been  done 
by  Japan  with  that  which  has  been  done  by  the  United  States,  we  see  that 
not  much  can  as  yet  be  expected  from  the  United  States.  In  other  words, 
the  obsolete  industries  have  not  yet  undergone  structural  changes  as  is  the 
case  in  Japan.  Japan  already  has  a  blue-print  as  direction,  whereas  the 
United  States  has  yet  to  determine  its  priorities  and  the  process  of  doing 
so  is  time-consuming. 


OTHER  COUNTRIES  IN  THE  ASIA-PACIFIC  REGION 

In  this  context  we  see  that  South  Korea  is  classified  as  a  "single 
fighter"  which  has  shown  its  capability  to  develop  its  economy.  South 
Korea,  which  has  experienced  a  period  of  colonization  by  the  Japanese, 
knows  Japan  more  than  other  countries  in  the  Asian  region.  It  appears 
that  South  Korea  has  been  inspired  by  Japan's  success  as  can  be  seen  fi-om 
the  strategy  they  have  taken  and  from  the  system  and  insdtudons  they 
have  formed  which  are  similar  to  those  in  Japan.  Cooperation  between 
the  private  sector  and  the  public  sector  (together  with  its  bureaucracy  and 
insdtudons)  characterizes  the  implementation  of  an  export-led  economic 
system.  South  Korea  has  imitated  Japan  because  it  has  the  same  problem 
namely,  it  also  has  no  mineral  resources  and  raw  materials. 

Thanks  to  the  lessons  learned  from  Japan  and  Korea's  wise  corporate 
leadership,  South  Korea  has  now  been  classified  as  a  newly  industrialized 
nation.  The  lessons  learned  from  Japan  are,  among  others,  as  follows: 

a.  Cooperation  between  the  private  sector  and  the  public  sector,  in- 
cluding its  bureaucracy,  is  vitally  important  for  the  successful  growth 
of  the  economy  of  South  Korea; 

b.  Work  discipline,  diligence  in  the  performance  of  tasks,  commitment  to 
achieve  success,  strong  corporate  leadership,  and  systemadc  business- 
oriented  managerial  and  bureaucradc  training.  The  role  played  by  the 
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South  Korean  general  trading  companies  is  practically  identical  to  that 
played  by  Japan. 

Besides  South  Korea,  we  also  see  that  there  are  also  other  countries  in 
the  Asian  region,  which  have  tried  to  follows  in  the  footsteps  of  Japan  and 
South  Korea  that  have  been  regarded  as  having  successfully  adapted 
themselves  to  conditions  prevailing  in  the  countries  concerned.  This 
criterion  of  success  is  embodied  in  the  idea  or  concept  of  "Incor- 
poration", which  is  nothing  else  than  a  sense  of  direction  among  the 
government/bureaucratic  sector,  private  sector  and  such  sectors  as  in- 
stitutions necessary  for  the  achievement  of  success  by  the  general  trading 
firms,  for  instance,  in  maintaining  discipline,  building  infrastructure  and 
obtaining  financial  support.  Hence,  we  see  in  this  context  such  countries 
as  Taiwan,  Singapore,  Thailand  (which  has  just  established  five  general 
trading  firms)  and  Malaysia  (-Sime  Darby  has  been  operating  in  23  dif- 
ferent countries)  and  others  that  have  tried  to  encourage  this  model  of 
"Incorporation". 


COUNTRIES  WHICH  HAVE  ADOPTED  THE  "EXPORT-LED-ECON- 
OMY"  STRATEGY 

Countries  in  the  Asia-Pacific  region,  which  have  adopted  this  "ex- 
port-led-economy"  strategy  like  Japan,  South  Korea,  Taiwan  and  Hong 
Kong,  will  have  to  face  structural  changes  because  they  have  no  large 
mineral  resources  and  other  sources  of  raw  materials.  They  have  to  im- 
port energy  and  the  majority  of  their  industries  are  energy-based.  As 
such,  they  will  have  to  transform  dieir  energy-intensive  industries  into  in- 
tensive knowledge  industries.  The  necessity  of  having  to  make  diese  struc- 
tural changes  may  benefit  strong  resource-based  countries  like  Indonesia 
and  Malaysia. 


THE  PATTERN  TO  BE  DEVELOPED 

With  development  going  on  in  die  1980s  we  see  a  classification  of 
mdustries  into  "intensive  energy-based"  or  "raw  material-based"  iri- 
dustries,  such  as  petrochemicals  and  pulp  and  paper,  which  will,  however, 
have  to  be  gradually  relocated.  These  industries  will  no  longer  be  profit- 
able if  located  in  such  consumer  centres  as  Japan  and  South  Korea  and 
will  therefore  have  to  be  relocated  in  countries  widi  energy  resources.  In 
this  connection,  Indonesia  occupies  quite  a  strong  position.  Therefore,  in 
times  to  come  diis  tendency  will  become  more  apparent  in  Indonesia. 
Should  such  a  relocation  take  place  in  the  fiiture,  Indonesia  would  have  to  prepare 
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its  work  program  well  in  advance.  The  preparation  of  such  a  program  should 
not  involve  technicalities  only  but  should  also  be  business-oriented,  aided 
by  the  establishment  of  financial,  commercial,  research  and  educational 
institutions  in  line  with  ihe  development  required.  If  the  relocation  has 
already  become  a  fact,  investments  will  flow  in  greater  members  in  the 
direction  of  such  areas  as  Indonesia. 

Such  investments  may  be  made  in  various  forms  and  manners.  We  see 
that  in  traditional  fashion  the  Japanese  MNCs  have  throvm  into  our  laps  a 
form  of  investment  known  as  a  "package  deal",  that  is,  including 
management,  technology,  capital  and  international  network.  One  alter- 
native is  that  of  the  package  deal  type,  which  may  bring  us  into  a  kind  of 
"dependency  model".  Another  alternative  such  as  that  adopted  in  South 
Korea  requires  investments  in  the  form  of  capital  only  and  probably 
technical  agreement  if  required-  We  can  hire,  purchase  or  try  other  means 
to  obtain  the  required  technology,  management,  etc.,  so  that  this  op- 
portunity can  be  used  to  strengthen  the  position  of  our  national  enter- 
prises, both  government  and  private.  But  in  adopting  this  alternative,  we 
should  also  be  aware  of  the  fact  that  when  we  sell  our  products  in  the 
form  of  industrial  raw  materials  we  require  such  an  institution  as  the 
general  trading  firms  which  has  developed  a  formidable  international 
network,  for  which  an  extensive  preparation  is  necessary.  We  think  that  a 
"joint  company  agreement"  will  in  this  instance  stand  in  good  stead  for 
distribution  on  the  international  market  while  in  the  meantime  forming 
core  general  trading  firms  entrusted  with  the  preparation  of  developing 
an  international  network.  This  aspect  will  not,  however,  be  an  easy  one, 
but  if  we  do  not  start  with  it  now  we  cannot  expect  to  be  able  to  compete 
in  the  international  market.  When  South  Korea  first  started  with  the  im- 
plementation of  this  concept,  it  was  classified  as  a  newcomer,  but  ulti- 
mately it  has  reached  the  level  aimed  at. 

If  this  relocation  and  the  establishment  of  factories,  which  produce  in- 
dustrial raw  materials,  probably  up  to  the  "processed"  level,  indeed  take 
place,  the  pattern  of  trade  between  Japan  and  other  countries  including 
Indonesia,  will  undergo  changes.  We  shall  then  be  able  to  reduce  our  im- 
ports of  industrial  raw  materials  from  Japan  and  other  industrial  nations. 
This  will  help  us  in  our  endeavour  to  reduce  our  dependence  on  the 
supply  of  imported  industrial  raw  materials.  Apart  from  this,  we  will  also 
be  able  to  change  our  national  industrial  structure,  so  that  in  so  doing  we 
will  be  able  to  direct  our  efforts  toward  the  creation  of  more  linkages, 
both  backward  and  forward,  in  our  industrial  structure,  which  are  at  the 
moment  very  few  in  number. 

The  opportunity  that  has  eluded  itself  as  a  result  of  changes  in  the 
trade  and  invesment  pattern  will  enable  developing  nations  to  form  their 
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MNCs,  the  ownership  of  which  should  be  in  the  form  of  either  pubHc  or 
state  ownership.  We  have  already  seen  the  development  of  MNCs  in 
developing  countries,  such  as  Sime  Darby  (see  our  book,  entitled  Emerging 
Enterprises  in  the  Asia-Pacific  Region,  CSIS,  1979).  The  development  of 
MNCs,  which  have  their  roots  and  seat  in  developing  countries,  in- 
cluding Indonesia,  should  be  seen  as  an  opportunity  that  has  to  be  pon- 
dered over  very  profoundly,  because  this  opportunity  will  not  only  devel- 
op the  industrial  sector  exclusively  but  also  stimulate  the  development  of 
other  sectors  of  activides  such  as  banking,  insurance,  transportation,  con- 
sultancy, etc.  Newcomers  and  new  institutions  will  participate  in  this  ac- 
tivities. The  reladonship  and  cooperation  will  be  closer  and  more  inien- 
sive  but  at  the  same  time  also  very  complex  in  nature.  New  professional 
managers  will  pardcipate  in  the  forming  of  this  more  complex,  modern, 
sophisucated  and  pragmatic  era. 

The  process  of  development  mentioned  above,  that  is,  the  changes  in 
the  trade  and  investment  pattern,  such  as  the  attracting  of  long-term  in- 
vestments (therefore  not  only  of  MNCs  on  a  "package  deal"  basis),  and 
the  establishment  of  MNCs,  deeply  rooted  and  seated  in  the  developing 
nations,  thus  reducing  the  dependency  on  the  giant  economic  powers  in 
the  Asia-Pacific  region,  will  help  reduce  tensions  among  them  and  give 
also  a  deeper  meaning  to  the  concept  and  the  reality  of  international  busi- 
ness and  economic  interdependency.  So  the  profitable  use  of  this  oppor- 
tunity as  a  result  of  the  consequences  arising  fi-om  the  process  of  the 
changes  in  the  structure  to  be  implemented  in  the  1980s  lies  in  our  hands. 
Are  we  able  to  make  good  use  of  this  opportunity  in  this  decade?  It  is  up 
to  us  to  face  these  challenges  and  obtain  the  answers. 


ASPECTS  WHICH  HAVE  TO  BE  EXAMINED  FURTHER 

If  in  examining  the  structural  changes  we  choose  the  alternative  of 
dismantling  the  five-sided  power  structure  of  the  Japanese  MNCs  and  in 
so  doing  give  the  highest  priority  to  the  attracting  of  capital  from  die 
money  and  capital  markets,  we  should  prepare  ourselves  in  these  fields,  so 
that  we  can  by  adopting  this  alternative  not  only  change  the  trade  and  in- 
vestment pattern  but  also  give  ourselves  a  stimulance  that  is  directed  to- 
ward the  unification  and  development  of  die  potentials  we  possess. 

a.  Financial  Institutions 

This  means  that  the  potential  of  our  financial  institutions  on  the  inter- 
national money  and  capital  markets  should  be  developed.  We  should  not 
develop  our  placing  power  only.  Our  financial  institutions  themselves  and 
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their  managers  should  also  get  themselves  accredited  abroad.  This  can 
only  be  accomplished  by  developing  their  professionalism,  but  their 
credibility  should  also  gradually  form  one  of  the  bases,  to  which  their 
success  on  the  international  market  could  be  attributed.  If  in  the  begin- 
ning a  financial  institution  is  unable  to  occupy  a  commanding  position  on 
the  international  money  market,  it  has  to  cooperate  with  other  financial 
institutions  or  look  for  a  co-manager  who  is  already  an  experienced  hand 
in  that  market.  However,  our  financial  institutions  (and  these  generally 
comprise  probably  only  state  banks  with  in  the  long  run  also  private 
banks)  should  endeavour  to  become  at  least  lead  managers. 

This  takes  time,  because  it  is  not  only  profesionalism  that  is  required 
but  also  other  aspects  such  as  personnel,  representatives,  etc. 

b.  Marketing  Institutions 

Since  one  of  the  five  sides  of  power  of  the  MNCs  is  their  capability  of 
marketing  their  products  internationally,  they  must  also  have  a  mar- 
keting expertise  and  a  marketing  network  on  a  global  scale.  If  we  observe 
such  countries  as  South  Korea,  Hong  Kong  and  Taiwan  they  have  right 
now  business  enterprises  which  can  be  classified  as  general  trading  firms. 
In  the  ASEAN  region  we  see  that  Thailand  has  established  or  is  in  the 
process  of  establishing  general  trading  firms  in  accordance  with  the  pro- 
visions and  requirements  set  forth  by  the  government  to  enable  these 
MNCs  to  obtain  governmental  support  and  succeed.  This  matter  is  now 
being  discussed  in  Singapore  in  circles  of  the  Singapore  Chamber  of 
Commerce  and  Industry,  but  this  concept  cannot  as  yet  be  fully  im- 
plemented because  there  is  at  present  no  unanimity  of  opinions.  That 
which  has  already  been  implemented  is  the  establishment  of  Intraco, 
owned  jointly  by  the  government  and  the  private  sector  and  originally  es- 
tablished to  penetrate  the  markets  of  the  socialist  countries.  However,  In- 
traco's  services  have  not  been  fully  used  yet  by  the  other  industrialists  be- 
cause of  certain  provisions  that  have  not  yet  been  accepted.  These  in- 
dustrialists are  in  this  connection  more  inclined  to  enter  the  markets  indi- 
vidually. Maybe,  some  of  them  have  already  used  the  services  of  the 
Japanese  "Sogo  Shosha"  operating  in  Singapore.  As  is  already  known,  for 
the  majority  of  Singapore's  exports  to  Japan  the  services  of  the  Japanese 
general  trading  firms  have  been  employed. 

The  establishment  of  general  trading  firms  is  necessary  because  we  are 
beginning  to  market  products  other  than  agricultural  and  estate  pro- 
ducts and  other  raw  materials.  We  are  familiar  to  exporting  such  raw 
materials  as  rubber  and  tobacco  unprocessed.  When  we  have  already 
made  the  structural  changes  in  our  economy,  we  will  also  market  semi- 
processed  (including  raw  materials)  and  finished  products.  This  not  only 
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requires  a  marketing  expertise  that  is  quite  different  from  that  of  raw 
material  marketing  but  also  a  capability  of  marketing  semi-industrial  and 
industrial  products. 

Besides  expertise,  we  also  require  other  kinds  of  institutions  and  new 
markets  and  also  different  business  relations.  So  apart  from  this  all,  we 
need  insututions  with  different  focuses  and  interests  than  those  operating 
now.  In  preparing  ourselves  for  these  new  markets  resulting  from  the 
structural  changes  in  the  composition  of  our  exports,  the  establishment  of 
general  trading  firms  is  regarded  as  a  matter  of  extreme  urgency  and  pro- 
bably also  as  the  most  suitable  in  the  face  of  competitive  international 
markets. 

c.  Training  and  Requirements  of  Professionals 

We  require  not  only  professional  managers  in  the  financial  and  mar- 
keting fields  but  also  industrial  managers,  technicians  and  cost  ac- 
countants, the  demand  for  whose  services  has  increased  considerably. 

The  question  now  arises  whether  the  universities,  colleges  and 
academies  can  supply  us  these  professionals.  At  present  these  institutes  of 
higher  learning  have  generally  trained  engineers,  economists,  ac- 
countants, etc.,  whose  expertise  can  be  used  as  a  basis  for  specialist  train- 
ing at  a  later  date  in  view  of  the  fact  that  their  expertise  may  be  used  for 
other  purposes  as  a  result  of  the  structural  changes  that  will  be  made  in 
die  future.  The  training  at  present  provided  is  of  a  general  nature,  but 
maybe  some  academies  have  already  provided  specialist  training. 

In  preparing  ourselves  for  these  structural  changes  we  need  different 
kinds  of  managers.  This  does  not  mean  that  an  institute  of  higher  learning 
is  able  to  produce  professionals  that  will  be  needed  in  the  management  of 
said  institute.  In  reality  it  may  not  possible  for  one  or  two  institutes  of 
higher  learning  to  train  at  the  same  dme  prospective  bankers,  ac- 
countants, marketing  experts,  industrial  managers,  technicians,  etc.  We 
refrain  from  discussing  the  problems  of  technical  educadon  in  such  in- 
stitutes of  higher  learning  as  the  Bandung  Insdtute  of  Technology  (ITB), 
but  our  focus  of  discussion  will  primarily  be  more  in  the  field  of  business 
administration. 

d.  Establishment  of  National  Business  Schools 

In  the  framework  of  preparing  ourselves  for  the  structural  changes  in 
our  economy  there  is  probably  a  place  for  business  schools  that  are  inter- 
nationally oriented  and  able  to  help  produce  entrepreneurs  from  our 
students. 

Basically,  these  business  schools  will  recruit  their  students  from  those 
who  have  graduated  from  institutes  of  higher  learning  or  those  who  have 
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the  knowledge  and  experience  that  can  be  regarded  as  equal.  The  gra- 
duates recruited  on  a  selective  basis  may  come  from  such  faculties  as 
economics,  law,  technical,  agricultural,  medical,  etc.  In  other  words, 
these  business  schools  may  be  regarded  as  graduate  schools.  We  have 
placed  the  emphasis  on  the  word  "selective"  because  a  graduate  of  a  busi- 
ness school  should  aimed  at  managers  of  high  calibre  as  prospective  cap- 
tains of  industry.  We  see  that  such  famous  business  schools  as  Harvard, 
Stanford,  Columbia,  etc.  admit  candidates  on  a  selective  basis.  We  know 
that  at  present  in  certain  ASEAN  nations  like  Singapore  and  the  Philip- 
pines the  establishment  of  graduate  business  schools  have  already  be- 
come a  fact.  This  all  have,  of  course,  been  based  on  their  need  for  pro- 
fessionals who  can  follow  the  development  of  this  dynamic  age.  The  es- 
tablishment of  graduate  business  schools  may  be  accomplished  by  in- 
terested state  universities,  but  it  is  also  possible  maybe  that  one  or  two 
business  schools  have  a  private-owned  status.  However,  the  difficulty  that 
will  be  experienced  in  the  establishment  of  graduate  business  schools  lies 
in  the  availability  of  teachers  of  the  required  calibre  and  qualifications. 
This  was  the  problem  that  Singapore  had  to  face  when  it  wanted  to  es- 
tablish such  a  school.  It  has  now  invited  some  well-known  professors  to 
help  during  the  formative  years. 

Business  schools  that  will  be  established  will  help  in  the  preparation  of 
professionals  who  can  choose  the  fields  for  which  they  are  best  suited. 

The  relationship  between  business  schools  and  the  national/regional 
and  international  business  communities  should  be  focused  upon  ac- 
cordingly, because  in  the  end  the  relationship  between  the  business  sector 
and  the  irlstitute  of  higher  learning  will  play  an  important  role  in  the  for- 
ming of  graduates. 

The  curriculum  to  be  prepared  should  contain  among  others  the 
following  aspects :  entrepreneurial  spirit,  professional  ethics,  expertise  in 
important  fields,  broad  views  (national,  regional  and  international)  and 
high  analytical  mind. 

The  establishment  of  business  schools  of  an  international  nature  has 
now  reached  a  momentum  such  as  can  be  seen  in  Japan,  the  United 
States,  Western  Europe  and  ASEAN. 

At  a  further  stage  the  relationship  between  institutes  of  higher  lear- 
ning and  business  schools,  which  are  regionally  or  internationally 
oriented,  should  be  enhanced,  because  this  will  help  introduce  our  can- 
didates to  candidates  who  will  manage  business  enterprises  beyond  the 
national  boundaries.  This  will  be  an  important  asset  if  our  graduates  who 
arc  endeavouring  to  develop  the  enterprises  which  they  manage  enter  the 
regional  and  international  arenas. 
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PROPOSAL  FOR  ESTABLISHING 
THE  PACIFIC  ASIAN  GRADUATE 
SCHOOL  OF  INTERNATIONAL 
MANAGEMENT 

N.H.  Paul  CHUNG 


I.  INTRODUCTION 

This  paper  proposes  the  estabUshment  of  an  Asia/Pacific  wide  inter- 
national management  institute,  called  the  Pacific  Asian  Graduate  School 
of  International  Management.  The  purpose  of  the  proposed  scheme  are 
twofold.  One  is  to  alleviate  the  critical  gap  of  international  management, 
and  the  other,  to  establish  a  regional  frame  for  a  proper  international 
management  education. 

Few  realize  that  there  is  a  critical  shortage  of  "international" 
managers  in  Asia.  The  alarming  fact  is  that  Asian  business  is  exposed  na- 
kedly to  international  risks.  The  risks  are  inevitable  because  "inter- 
national" managers  cannot  be  produced  overnight  despite  the  fact  that 
the  domain  of  international  transactions  is  growing  everyday. 

In  complex  internadonal  transacdons,  the  "domestic"  oriented 
management  knowledge  cannot  be  of  much  help.  Universities  in  Asian 
countries  are  not  prepared  for  internadonal  management  educadon.  The 
national  university  systems  are  all  differendated  and  segmented  by  dif- 
ferent languages,  cultures,  laws,  and  polidcal  systems.  Though  nadonally 
segmented  systems  may  be  useful  for  "domestic"  management  education 
and  in  channeling  national  energy  towards  national  goals,  they  are  not  al- 
ways conducive  to  training  "international"  managers. 

Considering  the  problems  and  difficulties  faced  by  Asian  countries, 
any  proposal  for  a  region-wide  scheme  of  international  management 
education  should  meet  the  needs  of  the  region  and  must  be  cross-cul- 
tural and  transnational  in  its  design  and  operation.  The  proposed  scheme 
has  .several  salient  features  which  meet  such  requirements.  First,  unlike 
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the  conventional  mode  of  single  campus  in  a  single  country,  the  pro- 
posal calls  for  the  sequential  development  of  a  consortium  of  Asian  mem- 
ber institutes,  each  willing  to  devote  a  part  of  their  existing  resources  for 
international  management  education.  In  view  of  the  time-consuming  and 
expensive  nature  of  international  management  education,  the  proposed 
scheme  pulls  together  scarce  resources  to  be  shared  equally  by  the 
member  institutes. 

The  proposal,  secondly,  calls  for  a  new  form  of  international  manage- 
ment education.  Educators  generally  recognize  today  that  it  is  no  longer 
sufficient  for  potential  "international"  managers  to  learn  international 
courses  in  a  single  campus  setting  with  occasional  exposure  to  foreign 
business.  A  professor  can  teach  facts  in  a  classroom,  yet  fails  to  deliver 
cultural  implications  and  behavioral  contents  of  foreign  business.  And 
there  are  issues  in  international  business  which  cannot  be  solved  by  the 
extension  of  "domestic"  management  knowledge.  Because  of  these  pro- 
blems, it  is  important  for  students  to  learn  international  business  in  vary- 
ing cultural  settings.  This  is  the  heart  of  the  proposed  scheme:  a  truly  in- 
ternational approach  for  international  management  education. 

In  formulating  the  concept  of  the  proposed  scheme,  the  author  is 
gready  inspired  by  Tokuyama  Jiro  of  Japan'  and  Royal  Professor  Ungku 
Aziz'  of  Malaysia.  The  empirical  confidence  of  the  proposal,  however,  is 
derived  from  the  successful  operation  of  the  University  of  Hawaii's  Paci- 
fic Asian  Management  Institute  (UH/PAMI).  The  proposal,  without  a 
doubt,  needs  to  be  refined  hopefully  with  forthcoming  suggestions  and 
criticisms  of  readers. 


II.  INTERNATIONAL  MANAGEMENT  GAP 

A  century-old  tide  of  colonialism  subsided  in  Asia,  leaving  the  lands 
and  valleys  of  Asia  relatively  unchanged  and  calm.  Beneath  the  surface  of 
this  calm  Asia,  there  are  conflicts  of  culture,  race  and  nationalism.  How- 
ever, one  should  not  fail  to  realize  an  alarming  fact  that  Asian  business  is 
nakedly  exposed  to  "international"  risks.  These  risks  have  resulted  from 
the  drastically  expanded  domain  of  market-oriented  activities  coupled 
with  the  increasing  integration  of  Asian  business  with  the  outside  world. 


1  Tokuyama  Jiro,  "The  Role  of  Japan  in  New  Pacific  Era"  (Japanese)  Ekonomisto,  October 
3,  1978 

2  UiiRku  A.  Aziz,  "Tlie  Need  for  an  ASEAN  University"  RIHED  Bulletin.  May/August 
1979,  (Regional  Insiiiute  of  Higher  Education  and  Development,  Singapore) 
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The  market-oriented  business  activities  are  ever  more  vigorous  today 
in  Asia,  indeed  unprecedented  in  its  history.  Unlike  the  past,  Asian  coun- 
tries are  now  independent  and  free,  enjoying  basic  command  of  modern 
technology  as  well  as  relatively  easy  access  to  international  money 
markets.  Also,  the  world  power  is  highly  diffused  so  that  every  country  in 
Asia  pursues  policies  to  determine  its  ovm  destiny.  Unlike  the  caSe  of  the 
"invisible"  hand  of  Adam  Smith,  however,  the  State  intervenes  in  the  do- 
main of  private  business  with  an  elaborate  design  of  control  and_re- 
gulations.  In  a  world  of  increasing  integration,  however,  one  should  also 
realize  that  the  State  itself  acts  increasingly  business-like  and  plays  the  role 
of  an  intermediary  between  private  business.  It  is  under  such  state 
capitalism  that  the  market-oriented  activides  are  becoming  more 
vigorous  than  ever  before. 

What  needs  to  be  emphasized  is  the  fact  that  the  world  surrounding 
Asian  business  has  changed  dramadcally  in  its  economic  and  polidcal 
structure  as  well  as  the  modes  of  business  operadon.  Unlike  foreign  trade 
of  the  past,  for  example,  which  took  place  between  nadons  across  oceans, 
today's  business,  domestic  and  otherwise,  cannot  stand  behind  the  wall  of 
national  boundary.  Time  and  distance  are  disappearing;  and  foreign 
mukinadonals  are  in  the  front  yard  of  Asian  business.  At  the  same  time, 
even  domestically  oriented  Asian  business  goes  abroad  to  produce  and 
sell.  This  is  an  era  of  economic  interdependence,  and  indeed,  an  era  of 
mutual  penetradon. 

Under  this  circumstance,  nothing  is  clearer  and  more  obvious  today 
than  that  managers  need  to  know  a  lot  more  than  conventional  domestic 
management  know-how.^  Many  pieces  of  on-the-job  training  and  foreign 
experiences  often  do  not  add  up  effectively  in  coping  with  the  dynamics  of 


3  This  is  true  even  in  Japan  which  haj  managed  its  external  affairs  fairly  well  through  what 
may  be  called  the  "linear  extrapolation"  method  in  the  past.  The  linear  extrapolation 
method  means  that  "domestic"  managers  receive  international  management  education 
through  in-house  training  and  overseas  assignments  as  the  domafn  of  international 
business  pushes  through  the  pipes  of  a  corporation.  In  other  words,  the  "domestic" 
meihofi  of  management  is  extended  through  the  corporate  confines  of  international 
pipes.  One  should  reilize  that  there  are  many  pitfalls  in  this  method  of  international 
management  education.  First,  the  sphere  of  international  business  has  expanded  all  too 
suddenly  during  the  last  two  decades  so  that  the  number  of  international  managers  is 
absolutely  small.  Second,  it  is  time-consuming  and  even  prohibitively  expensive  if  the 
"piped  up"  managers  make  mistakes  while  learning  international  management 
knowhow.  Third,  international  management  knowledge  cannot  always  be  obtained  by 
stretching  the  domestic  content  of  management  knowledge.  Finally,  Asian  countries 
other  than  Japan  do  not  have  extensive  sub-contract  systems  which  requires  more  inter- 
national managers  than  would  be  the  case  under  the  subcontract  system. 
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international  business.  There  is  no  reason  for  any  international  manager 
not  to  learn  how  to  swim  before  he  is  to  jump  into  the  ocean.  The  com- 
plex nature  of  international  business  can  easily  be  ascertained  by  asking 
few  questions  such  as:  Does  a  manager  know  how  to  cope  with  foreign 
multinationals.^  Does  an  Asi^in  manager  comprehend  English  sufficient 
enough  to  negotiate  business  with  foreigners  Are  managers  trained  to 
deal  with  different  cultures  Does  a  manager  know  how  to  minimize  ex- 
change risks  which  fluctuate  from  day  to  day.^  Is  a  manager  capable  of 
securing  steady  sources  of  raw  materials  and  of  obtaining  overseas 
markets  ? 

The  fact  that  many  international  managers  in  Asia  today  did  not  re- 
ceive formal  education  in  international  management  is  generally  knovm. 
What  is  alarming  is  that  there  is  no  well  developed  faculty  and  curri- 
culum in  international  management  in  Asia,  with  the  exception  of  few 
courses  on  international  marketing  and  multinational  business  at  the  un- 
dergraduate level.* 

In  the  case  of  Japan  and  Korea  and  Taiwan  to  the  lesser  extent,  voca- 
tion-oriented knowledge  on  foreign  trade  and  commerce  of  German  ori- 
gin has  been  there  for  the  last  fifty  years. ^  While  that  helps  these  coun- 
tries somewhat,  the  vocation-oriented  knowledge  lacks  "management- 
orientation"  of  a  firm.  During  the  last  twenty  years,  American  manage- 
ment theories  swept  Asia;  and  Asian  countries  imported  western  manage- 
ment know-how  systematically.  Unfortunately,  these  are  all  about 
"domestic"  aspects  of  management.  American  texts  are  written  generally 
as  if  "the  world  stops  at  the  border  of  America".^ 

There  are  several  problems  in  Asia.  One  is  whether  or  not  the 
"domestic"  management  know-how  is  appropriate  to  local  context,  as 


4  The  international  management  gap  needs  to  be  explained  more  explicitly.  In  all  fair- 
ness international  management  know-how  requires  three  essential  components,  namely, 
experience,  informal  education  and  formal  education;  and  none  of  it  alone  is  sufficient 
to  develop  a  successful  international  manager.  Experience  alone  does  not  guarantee  his 
success  for  the  simple  reason  that  he  cannot  choose  only  successful  experience  always. 
The  informal  training  such  as  in-house  training  and  short-term  seminar,  is  a  vehicle 
which  integrates  knowledge  and  experience  into  sensible  business  strategies.  This  is 
possible,  however,  if  the  knowledge  is  not  void  of  substance.  The  substance  of  know- 
ledge is  ill  general  derived  from  formal  management  education.  In  this  sense,  the 
strength  of  the  formal  education  sustains  the  quality  of  the  management  education 
proper. 

a  Sec:  Kei-ei-gak  no  Ka-ko  to  Ten-po  (Past  and  Prospect  of  Management  Science),  (1978, 
Japanese  Management  Association) 

6  Sec:  p.  1  and  7  in  The  Inlemalionaliialion  of  the  Business  School  Curricttlum  (March  1979, 
American  Assembly  of  Collegiate  Schools  of  Business) 
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this  is  debated  seriously.  The  other  is  whether  or  not  enough  of  the 
"domestic"  knowledge  is  available  in  order  to  meet  the  ever- increasing 
demand  for  "domestic"  managers.  The  dramatic  increase  in  the  demand 
for  domestic  managers  has  resulted  from  the  ever-expanding  domain  of 
market-oriented  activities  of  business.  Consequently,  it  is  only  natural  to 
find  that  every  institution  of  higher  learning  in  Asia  operates  at  a  level  be- 
yond its  capacity,  with  an  ever  increasing  need  for  upgrading  faculty  and 
curriculum  to  meet  the  "domestic"  need  of  management.' 

It  is  important  to  realize  that  the  pressure  to  produce  more 
"domestic"  managers  preempts  Asian  universities  from  inter- 
nationalizing their  curriculum.'  Even  if  they  were  to  start  today,  they  are 
likely  to  take  between  5  and  20  years  from  now,  based  upon  the  historical 
experiences  of  Asian  institutions."  No  Asian  business  can  afford  to  wait 
for  another  5  or  20  years  in  the  face  of  its  naked  exposure  to  inter- 
national risks. 

The  need  for  internadonal  management  education,  without  any 
doubt,  is  truly  urgent  and  even  cridcal  in  any  corner  of  Asia.  And,  there  is 
the  need  for  a  new  form  of  internadonal  management  educadon. 

III.  THE   PACIFIC  ASIAN   GRADUATE  SCHOOL  OF  INTER- 
NATIONAL MANAGEMENT 


An  approach  directed  at  meedng  the  urgent  need  of  internadonal 
management  educadon  in  Asia  is  the  University  of  Hawaii's  Pacific  Asian 
Management  Insdtute  (PAMI).  Briefly,  PAMI  offers  annually  a  package  of 
international  business  courses  during  the  summer.  The  courses  are  elec- 
tive or  functional  area  courses  such  as  International  Marketing,  Inter- 


7  For  example,  manpower  requirements  in  administrative  and  managerial  category  are  ex- 
pected to  increase  at  an  annual  rate  of  5.3%  during  1973-1990,  as  compared  to  1.496  dur- 
ing 1959-1973.  (See:  T.H.  Yap,  A.B.  Sim  and  A.B.  Said,  "Status,  Problems  and  Direction 
of  Management  Education  in  Malaysia"  a  paper  presented  at  the  ASAIHL  Regional  Se- 
minar, Singapore,  May  1979)  Like  business  schools  in  Ladn  America,  most  business 
schools  are  still  engaged  in  an  upgrading  effort  of  faculty  and  curriculum.  The  Uni- 
versity of  Singapore  starts  its  MBA  program  in  1980,  which  is  "domestic"  oriented 
management  program,  and  the  University  of  Malaysia  is  contemplating  to  establish  its 
MBA  Program. 

8  Japan  and  Korea  realize  this  problem.  See  Footnote  1 1  for  their  internationalization  ef- 
fort. 

9  No  study  has  been  done  on  this  aspect.  Casual  observation  indicates  several  depart- 
ments or  schools  of  business  administration  in  each  country,  the  faculty  size  of  which 
ranges  around  10.  This  is  the  outcome  of  the  last  twenty  years'  systematic  importation  of 
management  know-how  from  the  West. 
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national  Financial  Management  and  so  forth.  Students  from  both  sides  of 
the  Pacific  enroll  in  the  courses  of  their  choice  to  fulfill  their  program 
needs.  At  the  same  time,  middle  level  managers  and  junior  faculty 
members  of  business  schools  from  both  sides  of  the  Pacific  enroll  in  the 
courses  of  their  specialized  areas  on  a  credit  or  no-credit  basis.  In  other 
words,  the  PAMI  program,  though  offered  during  the  summer  semester 
only,  is  a  regular  academic  program  as  well  as  a  special  kind  of  manage- 
ment development  program,  devoted  exclusively  for  international 
management  education. 

Furthermore,  the  PAMI  program  is  transnational  and  cross-cultural. 
Its  concept  can  be  expanded  to  encompass  the  wider  concerns  of  inter- 
national management  education.  Let  us  assume  that  the  University  of 
Hawaii's  PAMI  is  one  of  several  points  on  a  line  in  the  proposed  scheme 
of  the  Pacific  Asian  Graduate  School  of  International  Management.  In 
other  words,  it  is  assumed  that  several  Asian  countries  establish  their  own 
PAMI  in  order  to  promote  graduate  students  as  well  as  business  prac- 
titioners. By  linking  these  points,  we  form  the  Pacific  Asian  Graduate 
School  of  International  Management,  or  the  grand  PAMI,  in  short. 

A  component  unit  of  the  grand  PAMI,  say,  PAMI  Indonesia,  should 
be  Indonesia's  own,  established  entirely  on  their  existing  facilities  and 
staffed  pardy  by  Indonesian  professors.  However,  PAMI  Indonesia 
should  not  be  a  part  of  the  regular  academic  system  of  the  University  of 
Indonesia,  at  least  in  the  beginning.  The  reasons  for  this  separation  are 
rather  important.  The  University  of  Indonesia,  like  all  other  Asian  uni- 
versities, is  subjected  to  national  education  policies,  which  are  essential  in 
establishing  national  idendty  as  well  as  in  channeling  the  total  energy 
towards  national  goals.  Nonetheless,  it  should  be  realized  that  such 
national  educational  policies  work  often  against  the  goals  of  inter- 
nadonal  management  education  of  Asian  countries.  There  is  no  sense, 
just  as  an  example,  to  teach  international  business  courses  in  a  national 
language,  knowing  fully  well  that  Indonesian  graduates  are  to  use  Eng- 
lish in  their  international  management  careers.  The  proposed  scheme 
calls  for  the  use  of  English  as  the  medium  of  instruction  at  the  graduate 
level  for  the  simple  reason  of  technical  efficiency.  English  facilitates  the 
efficiency  of  learning  and  expedites  the  interception  of  foreign  techno- 
logies. For  this  and  other  technical  reasons,  PAMI  Indonesia  should  be 
separated  from  the  University  of  Indonesia  as  a  special  internadonal 
management  institute.  However,  it  should  exist  parallel  to  the  existing 
national  system  so  that  PAMI  Indonesia  can  complement  the  goals  of  the 
Indonesian  national  educational  system. 

To  be  specific,  PAMI  Indonesia  and  the  University  of  Indonesia  are, 
in  the  first  place,  linked  through  the  transfer  of  credits  so  that  students  of 
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the  University  of  Indonesia  could  earn  credits  from  PAMI  Indonesia.'"  In 
other  words,  PAMI  Indonesia  accomodates  students  from  Indonesia  and 
other  countries  as  well  as  business  practitioners  in  Indonesia  who  are  in- 
terested in  pursuing  international  management  training.  PAMI  Indo- 
nesia is  also  linked  with  PAMI  Hawaii  for  credit  transfer.  Hence,  the  Uni- 
versity of  Indonesia  and  the  University  of  Hawaii  are  indirecdy  linked 
through  their  respective  PAMIs. 

The  grand  PAMI  based  on  these  direct  and  indirect  linkings  can  be  seen 
as: 


Institute  Z    V>    PAMI       The  Grand  PAMI 


Univ.  X 


One  can  readily  see  that  the  grand  PAMI  is  a  consortium  of 
member  institutions  which  pull  together  international  resources  for  the 
purpose  of  international  management  education  for  the  joint  benefits  of 
Asian  countries.  This  is  significant  in  view  of  the  fact  that  no  one  country 
with  the  exception  of  Japan"  and  Korea  can  afford  to  run  an  academic 

10  A  component  unit  doesn't  need  to  be  degree-granting,  so  long  as  it  is  concerned  with 
the  expedient  interception  of  foreign  technology.  That  is,  Singapore  Institute  of 
Management  which  offers  non-degree  diploma  programs,  for  example,  can  be  a  com- 
ponent unit,  so  that  its  programs  could  benefit. from  other  PAMIs. 

1 1  Japan  and  Korea  make  special  efforts  for  international  management  education.  In- 
stitute of  International  Studies  and  Training  (established  1969)  undertakes  non-degree 
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program  exclusively  devoted  to  international  management  education. 
Several  points  of  importance  should  be  noted  here: 

1 .  Implicitly,  there  is  a  leader  in  the  consortium.  Only  if  there  is  a  techni- 
cally efTicient  PAMI,  which  takes  the  leading  role  in  the  consortium 
can  international  management  education  be  of  a  quality  program  and 
beneficial  to  Asian  countries.  However,  it  could  be  other  PAMIs  so 
long_as_the  leader  can  provide  quality  curriculum  and  faculty. 

2.  A  wide  dissemination  of  management  know-how  is  the  key  to  the  pro- 
posed scheme.  Therefore,  admission  standards  to  the  PAMI  program 
should  be  uniform  among  different  PAMIs.  The  standards  should 
preferably  be  identical  to  those  of  the  leader  PAMI. 

3.  The  curriculum  and  quality  of  faculty  should  be  identical  among  dif- 
ferent PAMIs,  including  the  rules  governing  transfer  of  credits  and  ex- 
change of  professors. 

With  the  above  points  in  mind,  a  component  PAMI  may  run  its 
program  during  the  year  on  a  regular  or  off-the-term  basis  as  its  re- 
source permit.  However,  each  PAMI  agrees  to  offer  the  program  at  a 
.specified  period  of  dme  even  if  it  has  to  borrow  faculty  from  elsewhere. 

Under  the  circumstance  described  above,  the  PAMI  program  could  be 
offered  in  Malaysia,  Thailand,  and  Indonesia  during  October-Decem- 
ber; in  Japan  and  Korea  during  January-March;  in  Singapore  and  Hong 
Kong  during  March-May;  and  in  Honolulu  during  June-August.  It  is  im- 
portant to  realize  at  this  juncture  that  the  grand  PAMI  as  a  whole  operates 
in  the  same  way  as  a  regular  school  system  does  except  that  it  is  now  run 
in  different  countries.  Different  locadons  of  course  offerings  should  not 
matter  in  this  shrinking  world.  Rather,  this  is  a  merit  of  the  proposed 
scheme  in  that  it  provides  excellent  opportunities  for  Asian  students  and 
business  managers  to  receive  quality  educadon  in  their  specialized  fields 
within  varying  cultural  settings  —  a  new  approach  for  "truly"  inter- 
national management  educadon. 

The  grand  PAMI  would  offer  a  regional  degree  at  some  future  point. 
Until  such  dme  that  agreements  for  the  regional  degree  can  be  reached, 
students  enrolled  in  the  PAMI  program  could  have  an  opdon  to  apply  the 
PAMI  credits  towards  fulfilling  degree  requirements  either  at  their  home 
university  of  foreign  universides.  Such  an  arrangement  works  for  the 
benefits  of  Asian  students  and  Asian  corporations  for  they  can  com- 
mence their  graduate  work  at  their  own  country  or  any  other  country, 


iniiiiiiig  proffiam  under  llic  auspices  ofilic  Miiiistrv  oflndusta'  and  Trade.  A  new  I'ni- 
versiiv  of  Iniernalional  Business  lo  ije  iniiii  al  a  rosi  ofS'iO  million  is  scheduled  lo  opcr 
ill  1<)84  (see  Japan  Times,  N(5veinber4,  1979,  p.  4).  Chungang  University  (Seoul,  Korea 
esiahlislied  the  Graduate  School  of  Iniernational  Management  in  1979. 
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presumably  in  foundation  courses  with  options  to  pursue  elective  courses 
at  a  PAMI  in  another  country  of  their  choosing.  PAMI  will,  operated  pro- 
perly, not  only  save  scarce  foreign  exchanges  but  also  certainly  will  en- 
hance the  efficiency  of  learning  by  providing  students  with  mobility  to 
take  courses  in  appropriate  cultural  settings.  In  fact,  students  in  their  se- 
cond year  of  graduate  work  could  take  fullest  advantage  of  specialized  ex- 
pertise found  in  different  countries. 

Obviously,  there  will  be  more  degrees  of  freedom  if  the  PAMI  pro- 
gram is  confined  to  non-degree  management  development  program. 
Those  attending  P  AM  I/Indonesia  would  complete  their  training  in  Indo- 
nesia with  the  award  of  a  cerdficate  issued  by  PAMI/Indonesia  alone  or 
issued  jointly  with  other  PAMIs.  It  goes  without  saying  that  the  degree 
program  can  be  combined  with  the  non-degree  management  develop- 
ment program  provided  that  participants  meet  the  admission  standards. 
If  this  is  done  properly,  it  means  that  the  informal  and  formal  parts  of  in- 
ternational management  education  can  be  fused  together  through  tbe^ 
PAMI  program. 

While  nothing  has  been  mentioned  about  the  development  of  curri- 
culum appropriate  to  the  Asian  environment,  the  proposed  grand  PAMI 
has  far-reaching  implications  in  this  regard.  As  well  known,  it  is  useless  to 
translate  literally  American  texts  which  are  written  as  though  the  world 
ends  at  the  border  of  America,  nor  is  it  practical  to  teach  Asian  students 
translated  versions  of  how  Western  multinadonals  conduct  business  in  the 
Asian  environment.  It  is  obvious  that  appropriate  texts  and  teaching 
materials  must  be  developed.  The  proposed  scheme  would  be  useful  for 
this  purpose  as  it  facilitates  the  circulation  of  professors  in  varying  cul- 
tural and  contextual  environments.  And,  workshops  or  symposiums  for 
curriculum  development  can  be  arranged  systematically  under  the  pro- 
posed network  of  the  Pacific  Asian  Graduate  School  of  Internadonal 
Management. 


IV.  SUMMARY  AND  CONCLUSIONS 

The  proposed  scheme  of  the  Pacific  Asian  Graduate  School  of  Inter- 
national Management  is  the  conceptual  expansion  of  the  University  of 
Hawaii's  Pacific  Asian  Management  Institute  (UH/PAMI).  Because  of  the 
mid- Pacific  location  of  Hawaii  and  its  geo-cultural  tradition,  Hawaii  has 
offered  a  transnational  management  program  successfully  for  the  last  two 
years.  The  program  accommodates  students  and  business  practitioners 
from  both  sides  of  the  Pacific. 

The  transnational  and  cross-cultural  features  of  UH/PAMI  have  been 
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expanded  to  encompass  the  both  sides  of  the  Pacific  in  this  proposal  of 
the  Pacific  Asian  Graduate  School  of  International  Management.  The 
proposed  scheme  purports  to  meet  the  urgent  international  needs  of 
Asian  universities  and  corporations.  Under  the  proposed  scheme, 
students  and  business  practitioners  can  commence  their  graduate  work  or 
short-term  advanced  training  in  international  management  at  their  own 
country  or  any  other  country.  Such  an  arrangement  would  hot  only 
enable  students  and  business  practitioners  to  take  the  fullest  advantage  of 
specialized  expertise  found  in  different  countries,  but  also  would  en- 
hance the  efficiency  of  their  learning.  The  proposed  scheme,  further- 
more, economizes  on  resources  by  pulling  together  existing  facilities  and 
faculty  of  the  region  to  be  shared  by  the  member  institutes  of  the  con- 
sortium. 

When  a  region-wide  scheme  of  international  management  education 
comes  into  effect,  there  will  also  be  a  region-wide  circulation  of 
academicians  and  business  leaders.  This  will  be  highly  conducive  to  the 
development  of  texts  and  teaching  materials  appropriate  to  Asian  en- 
vironments. With  the  emerging  importance  of  the  Pacific  era,  it  is  impor- 
tant to  develop  a  Pacific  Asian  perspective  in  international  management 
education. 

The  pniposed  scheme  is  culture-free  and  flexible  enough  to  integrate 
(lifTcrcnt  systems  of  national  education  into  a  homogeneous  and  regional 
('(hu  ational  entity  devoted  exclusively  for  international  management  edu- 
cation. \n  developing  the  concept  of  the  Pacific  Asian  Graduate  School  of 
International  Management  inspirations  derived  from  "The  Pacific 
Graduate  School  of  Management"  of  Tokuyama  Jiro  of  the  Nomura  Re- 
search Institute  and  "An  ASEAN  University"  of  Professor  Unku  Aziz  of 
the  University  of  Malaya  are  gready  appreciated. 
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The  straight  Hne  on  the  map  running  North-South  through  New 
Guinea  and  cutting  the  island  into  two  halves:  Papua  New  Guinea  con- 
trolling the  eastern  and  Indonesia  the  western  part  —  now  called  Irian 
Java  —  remains  largely  imaginary  as  it  is  covered  with  dense  tropical 
jungle,  and  only  marked  by  concrete  border  signs  at  distant  intervals. 
Along  the  border  native  villages  were  established  for  generations  and 
their  inhabitants  are  related  through  familial  ties.  To  them  the  undefined 
border  is  merely  known  from  the  regular  visits  by  border  patrols  in  their 
respective  domains. 

Before  World  War  II  when  both  halves  of  the  island  were  administered 
by  the  Dutch  and  the  Australians,  there  were  no  border  problems  devel- 
oping into  international  issues  since  there  was  a  common  understanding 
between  both  governments.  Border  crossings  did  not  pose  a  threat,  and 
traditional  life  along  the  border  could  proceed  undisturbed.  With  the 
memories  of  the  Japanese  thrust  into  New  Guinea  during  World  War  II, 
which  brought  the  Pacific  War  close  to  the  Australian  homeland,  still 
fresh  in  everybody's  mind  —  the  take  over  of  Dutch  West  New  Guinea  by 
Indonesia  in  1963  revived  the  fear  that  the  armed  conflict  might  spill  into 
Papua  New  Guinea.  This  caused  the  Australians  hurriedly  to  reinforce 
their  border  patrols.  Since  then  the  fear  of  an  Indonesian  invasion  re- 
mains despite  the  fact  that  President  Soekarno  -  the  mastermind  of  the 
take-over  -  was,  in  the  meantime,  dethroned  and  long  dead.  The  idea  of 
a  "Greater  Melanesia"  that  sprung  up  in  Papua  New  Guinea  can  be  inter- 
preted as  a  manifestation  of  a  phobia  "to  withstand  a  possible  Indone- 
sian attack". 

The  downfall  of  Soekarno's  regime  in  1966  was  followed  by  a 
dramatic  shift  to  the  right  by  President  Soeharto.  Vowing  to  hunt  down 
their  rivals,  the  new  regime  mopped  up  remnants  of  leftist  soldiers  who 
attempted  to  flee  abroad,  but  ultimately  could  only  operate  along  the 
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borders  with  Malaysia  and  Papua  New  Guinea.  Seth  Rumkorem  from 
Biak,  who  deserted  the  Indonesian  army  with  some  fellow-soldiers  is  stag- 
ing hit-and-run  jungle  batdes,  using  villages  alongside  the  Papua  New 
Guinea  border  as  hiding  places  and  for  asylum.  Rumkorem's  band  has 
grown  to  include  a  core  of  several  hundred  followers,  in  Irian  Jaya  known 
as  OPM  (Free  Papua  Movement).  Without  support  from  the  local  popula- 
tion, the  guerillas  would  not  stand  a  chance  against  the  25-30  thousand 
Indonesian  soldiers  stationed  in  Irian  Jaya,  most  of  whom  are  posted  at 
strategic  points.  Some  financial,  but  mainly  political  support  comes  also 
from  outside  the  country,  particularly  from  certain  groups  and  or- 
ganizations in  Papua  New  Guinea,  Australia,  Japan,  Holland  and  a  few 
African  states  who  give  a  great  deal  of  publicity  to  the  OPM  cause.  With 
the  current  trend  of  Irian  Jaya  gaining  international  significance  with  its 
potential  wealth  of  oil,  minerals  and  vast  natural  resources,  these  par- 
tisan groups  might  speculate  that  "dealing  directly  with  a  future  free  West 
Papua  probably  will  be  much  easier  and  more  lucrative".  It  is  reported 
that  Rumkorem's  band  now  has  been  reduced  to  merely  1 1-14  followers. 

The  Indonesian  standpoint  is  that  with  the  incorporation  of  West 
Irian  into  the  republic,  the  long-aspired  dream  of  Indonesia  Raya  "Greater 
Indonesia  —  stretching  from  Sabang  (in  Northern  Sumatra)  to  Merauke 
(at  the  Southern  tip  of  West  Irian)"  was  accomplished  in  1969  when  the 
new  territory  became  an  integral  part  of  Indonesia.  It  would  be  unthink- 
able to  speculate  that  Indonesia  would  yield  an  inch  of  its  present  terri- 
tory —  which  symbolizes  the  long-time  dreamed  state  unity  —  or  enter 
into  negotiations  for  border  corrections  even  if  outside  pressure  were 
exercised.  It  can  be  expected  also  that  the  Indonesian  government  would 
flatly  reject  the  legality  of  the  Free  Papua  Movement.  Nevertheless,  Sir 
Maori  Kiki,  former  Papua  New  Guinea  Minister  for  Foreign  Affairs  and 
Overseas  Trade  once  proposed  "to  bring  the  OPM  and  the  Indonesijm 
authorities  together  to  the  conference  table".  The  Indonesian  Embassy  in 
Port  Moresby  has  received  strict  orders  .from  Jakarta  not  to  meet  the 
rebels. 

Caught  in  the  middle  by  the  Dutch- Indonesian  armed  confrontation, 
and  dissatisfied  about  the  United  Nations  Supervisory  Committee's  policy 
of  rendering  Indonesian  control  over  their  territory,  numerous  Irianese 
crossed  the  border  into  Papua  New  Guinea  since  1963,  leaving  the  former 
Australian  territorial  administration  with  no  choice  but  to  give  them  per- 
missive residence,  under  condition  that  they  refrain  themselves  from  all 
polidcal  activities.  Public  servants,  soldiers,  students,  labourers  and  vil- 
lagers left  the  Hollandia  (now  Jayapura)  and  Biak  districts  former  centres 
of  Dutch  administration  and  areas  of  accelerated  social  change.  Inidally 
housed  on  the  New  Guinea  island  of  Manus,  the  refugees  were  later  dis- 
persed over  the  Papua  New  Guinea  mainland.  They  have  proved  to  be  a 
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valuable  asset  for  the  local  labour  force.  A  number  are  now  working  in 
Papua  New  Guinea  as  medical  doctors,  teachers,  journalist,  clerks, 
technicians,  and  some  even  become  small  businessmen.  The  majority, 
however,  with  no  special  skill  or  expertise  have  to  be  content  with  what- 
ever manual  work  is  available. 

In  Papua  New  Guinea  where  traditional  landovmer  rights  and  social 
prestige  go  hand  in  hand,  the  Irianese  refugees  —  landless  as  they  are  — 
will  never  gain  full  acceptance  from  the  local  communities.  Even  if  they 
marry  local  girls,  they  will  not  acquire  landproperty  rights  automatically. 
Therefore,  they  prefer  to  stay  in  urban  areas  such  as  Port  Moresby, 
Wewak,  Lae,  Madang,  and  still  speaking  a  West  Irian  dialect  of  Malay 
which,  for  many,  happens  to  be  their  first  tongue.  In  their  assimilation 
with  local  Papua  New  Guineans  it  cannot  be  prevented  that  their  voices 
related  to  their  unfortunate  experiences  in  their  homeland,  have  some 
effect  on  public  opinion  in  Papua  New  Guinea,  especially  toward  past 
and  current  Indonesian  policies  in  Irian  Jaya. 

Their  longing  for  returning  to  their  homes  and  relatives  still  lingers 
on.  Through  couriers  and  other  media  they  keep  themselves  informed  on 
what  is  currendy  happening  on  the  other  side  of  the  border.  Papua  New 
Guinea  citizenship  has  been  granted  to  a  number  of  them  while  ap- 
plications from  many  others  are  still  pending. 

Due  to  lack  of  communication  and  coordination  among  factions 
within  the  Free  Papua  Movement,  no  real  leadership  has  been  establish- 
ed, and  rivalry  among  its  various  potential  leaders  seems  to  be  rampant, 
for  example  Jacob  Prai  broke  away  and  claimed  to  have  taken  over  com- 
mand from  Rumkorem  and  old-timer  Nicholaas  Jouwe  still  claims  to  re- 
present the  West  Papua  government  in  exile,  emphasizing  his  struggle  on 
his  political  lobbying  in  faraway  Holland.  Similarly,  the  numerous  re- 
fugees —  reportedly  numbering  several  thousands  —  enjoying  permissive 
residence  in  Papua  New  Guinea,  have  not  yet  agreed  on  "Who  is  to  be 
their  leader",  as  they  have  to  refrain  themselves  from  political  activities 
and  furthermore,  it  seems  to  be  difficult  to  unite  them,  due  to  their  dif- 
ferent social  backgrounds  and  interests. 

Papua  New  Guinea  which  became  independent  on  16  September  1975 
inherited  the  legacy  of  problems  related  to  the  refugees  and  OPM.  The 
credit  for  formulating  a  foreign  policy  toward  the  Asian  Goliath  next- 
door  —  who  is  pardcularly  sensidve  on  these  two  issues  —  must  go  to 
Prime  Minister  Michael  Somare  who,  despite  outcries  from  pro-West 
Papua  sympathisers  -  managed  to  make  a  package  deal  with  Indonesia, 
with  his  policy  of  universalism  which  "enables  Papua  New  Guinea  to 
enter  into  friendly  relations  with  all  countries  irrespective  of  their  size  and 
political  system".  On  his  visit  to  Ijakarta  in  January  1977  he  said  that  "he 
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did  not  want  to  play  down  the  importance  of  the  border  issue",  and  that 
"it  should  not  overshadow  other  aspects  of  bilateral  relations  of  great 
significance".  In  October  1977  Mr.  Patterson  Lowa,  former  Police  Mi- 
nister and  Acting  Foreign  Affairs  and  Trade  Minister,  in  answering  the 
Member  for  Wewak,  Tony  Bais,  said  that  "the  Papua  New  Guinea 
government  had  clearly  stated  that  Irian  Jaya  is  an  integral  part  of  Indo- 
nesia. It  had  accepted  the  realities  of  the  situation,  and  was  dealing  in  a 
responsible  manner  with  problems  which  involved  border  crossers,  dis- 
sident Irianese  groups,  and  permissive  residents.  The  United  Nations  and 
the  international  community  had  accepted  Indonesia's  souvereignty  over 
Irian  Jaya,  despite  the  cultural  and  ethnic  links  between  Papua  New 
Guinea  and  Irian  Jaya,  and  that  it  would  not  be  in  the  best  interest  of 
Papua  New  Guinea  to  reopen  the  question  of  a  separate  state  or  inde- 
pendence in  the  United  Nations". 

Papua  New  Guinea  ran  into  the  awkward  position  of  respecting  Indo- 
nesia's unconditional  souvereignty  over  Irian  Jaya,  on  the  one  hand,  and, 
on  the  other,  allowing  OPM  leaders  going-in-and-out  of  Papua  New 
Guinea  to  hold  meetings  with  the  highest  authorities  in  the  country.  The 
efforts  of  former  Foreign  Affairs  and  Trade  Minister  Sir  Maori  Kiki  in 
early  1976,  later  renevved  by  Prime  Minister  Michael  Somare's  in  Novem- 
ber 1977,  to  find  a  peaceful  solution  by  bringing  the  OPM  leaders  and 
Indonesian  authorities  together  at  the  conference  table,  fell  on  deaf  ears 
since  the  Indonesian  government  will  not  allow  her  officials  to  meet  any 
of  her  dissident  groups  abroad.  The  Papua  New  Guinea  government  has 
offered  her  services  as  mediator. 

Since  Papua  New  Guinea's  independence  regular  monthly  meetings 
have  been  held  between  the  Papua  New  Guinea  commissioners  of  the 
Western  and  West  Sepik  provinces  with  their  Indonesian  counterparts,  the 
district  administrators  (bupati)  of  Jayapura  and  Merauke,  alternatingly 
either  in  Jayapura  and  Wewak,  or  in  Merauke  and  Daru,  to  discuss 
current  border  and  related  problems. 

During  1977  the  Papua  New  Guinea  government's  attitude  toward 
OPM  and  refugees  has  changed  remarkably.  In  June  1977  following 
troubles  over  the  Indonesian  elections  in  Irian  Jaya  on  2  May  1977  346 
Irianese  tried  to  cross  the  border  into  the  West  Sepik  and  Western  pro- 
vinces, but  were  halted  by  Papua  New  Guinea  border  patrols.  Mr.  Soma- 
re  urged  them  to  return  to  Irian  Jaya  because  "his  government  did  not 
wish  to  get  involved  in  Indonesia's  internal  affairs,  but  would  seek  as- 
surances from  the  Indonesian  government  that  the  welfare  of  the  re- 
fugees would  be  safeguarded".  In  November  1977  ten  border  crossers 
—  admittedly  followers  of  Rumkoi'em  —  were  jailed  for  five  months  for  il- 
legally entering  Papua  New  Guinea.  The  Minister  of  Foreign  Affairs  and 
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Trade,  Mr.  Ebia  Olewale  commented  that  "the  men  would  be  allowed 
permissive  residency  in  Papua  New  Guinea  if  there  was  proof  that  their 
lives  would  be  endangered  if  they  were  sent  back  to  Irian  Jaya".  The  label 
of  belonging  to  Rumkorem's  men  can  no  longer  serve  as  a  passport  for 
free  entrance  into  Papua  New  Guinea.  Similarly,  in  January  1978,  the 
Vanimo  district  court  in  the  West  Sepik  province  sentenced  five  teenage 
West  Irianese  to  six-month-jail  on  charges  of  illegally  entering  Papua 
New  Guinea.  In  the  same  month  the  Papua  New  Guinea  government  an- 
nounced that  it  will  install  anti-terrorist  procedures  at  five  airports,  at 
Port  Moresby,  Wewak,  Kieta,  Daru  and  Vanimo  as  "it  was  concerned 
about  possible  transportation  of  arms  from  Papua  New  Guinea  to  the 
Irian  Jaya  border",  and,  furthermore,  "it  is  worried  about  terrorist 
threats  made  by  the  leader  of  the  New  Provisional  Government  of  West 
Papua  (Irian  Jaya),  Jacob  Prai". 

There  have  been  thoughts  of  joindy  patrolling  the  common  boundary 
which  is  probably  an  effective  way  of  solving  problems  of  border  crossing. 
In  the  present  stage  of  political  development,  however,  a  combined 
border  patrol  of  both  the  Pacific  Islands  Regiment  and  Indonesian  troops 
may  arouse  many  public  sentiments  in  Papua  New  Guinea.  Border  cross- 
ing has  always  been  a  one-way  route  from  Irian  Jaya  into  Papua  New 
Guinea,  and  never  in  the  reverse  direction;  it  can  almost  be  seen  as  a  poli- 
tical barometer  of  what  is  happening  in  Irian  Jaya.  However,  new  cate- 
gories of  illegal  trespassers  have  appeared  in  Papua  New  Guinea. 

In  1979  among  the  refugees  who  were  housed  in  refugee  camps  es- 
tablished along  the  border  in  Papua  New  Guinea,  were  also  persons  who 
came  from  areas  other  than  Irian  Jaya.  They  were  sought  by  the  Indone- 
sian police  for  crimes  committed  back  home.  It  was  for  this  reason  that 
the  request  of  Tom  Unwin,  Head  of  the  United  Nations  Refugee  Com- 
mission in  Port  Moresby  to  seek  guarantees  of  safe  passage  for  these  re- 
fugees when  they  were  sent  back  to  Irian  Jaya,  was  flatly  rejected  by  the 
Indonesian  Ambassador  because  "such  individuals  will  have  to  stand  trial 
for  the  crimes  diey  have  committed,  to  dt)  justice  to  the  people  back 
home". 

In  other  events,  the  new  self-proclaimed  leader  of  the  OPM,  Jacob 
Prai  and  his  right-hand  man.  Otto  Ondowame,  were  tipped  by  Papua 
New  Guinea  intelligence  officers,  and  caught  in  Papua  New  Guinea 
territory.  Together  with  an  expatriate  -  who  gave  them  refuge  in  his  re- 
sidence -  and  Michael  Messet  -  a  long  time  Irianese  permissive  resident, 
and  at  one  time  the  only  fighter  plane  pilot  of  PNG  who  was  also  in- 
volved in  the  affair,  were  put  on  trial,  and  detained  in  the  Bomana  jail  in 
Port  Moresby.  While  the  three  men  were  awaiting  deportation,  Mr.  Un- 
win was  almost  at  the  end  of  his  rope  when  -  despite  his  world-wide  ad- 
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vertised  appeal  —  not  even  a  single  country  turned  up  to  offer  permanent 
asylum. 

Certainly  Holland  has  learned  its  lesson  with  its  Ambonese  refugees, 
and  Australia,  with  its  many  interests  already  invested  in  Indonesia,  did 
not  want  to  spoil  its  friendly  relations  with  its  next  door  neighbour.  In  the 
end  it  was  Sweden,  with  its  climate  unsuitable  for  "man  from  the 
Tropics",  which  offered  the  rebels  a  permanent  home.  In  all  secrecy  the 
three  men  were  transported  to  a  heavily  guarded  Jackson  airport  of  Port 
Moresby,  and  flown  out.  Jacob  Prai  was  accompanied  by  his  two  wives 
and  children. 

The  latest  event  which  surprised  almost  everybody  in  PNG  —  was  the 
appearance  of  E.  Bonay  —  ex-deputy  governor  of  Irian  —  in  PNG,  also 
seeking  asylum. 

On  the  sunnier  side,  Irianese  who  become  PNG  citizens,  are  spon- 
soring relatives  to  visit  their  new  homeland.  Similarly,  Christian  missions 
in  PNG  are  sponsoring  young  Irianese  to  attend  church  seminars  and 
conferences  in  PNG,  or  to  be  trained  to  become  church  ministers.  Several 
Irianese  students  are  now  attending  courses  at  the  national  University  of 
Papua  New  Guinea  in  Port  Moresby. 

As  for  the  Indonesian  government's  policies  toward  Irian  Jaya,  the 
years  1978-1979  reveal  a  policy  of  giving  more  leniency  to  those  ex- 
refugees  —  who  have  acquired  PNG  citizenship  —  to  visit  their  relatives  in 
their  former  villages.  For  many,  Irian  Jaya  has  changed  remarkably  dur- 
ing the  years,  since  1963.  After  seeing  of  what  is  Irian  Jaya  now,  the 
visiting  ex-refugees  returned  to  PNG  with  different  impressions.  The  Uni- 
versity of  PNG  soccer  team,  the  students  of  which  were  most  critical  of 
Indonesian  policies  in  Irian  Jaya,  was  invited  by  Irian  Jaya's  governor  Su- 
tran  for  two  weeks  to  play  with  the  Jayapura  and  Cenderawasih  Uni- 
versity teams,  and  came  back  with  their  ideas  entirely  changed,  for  all  of 
them  have  never  seen  Irian  Jaya  before,  and  heard  the  news  about  the 
province  from  second  hand  sources  which  are  not  always  the  most  sym- 
pathetic ones  toward  Indonesia. 

Despite  progress  can  be  seen  in  Irian  Jaya,  the  news  got  around  that 
economic  conditions  are  better  in  Papua  New  Guinea.  The  blue  moun- 
tain range  to  the  East  which  forms  a  natural  boundary  between  Irian  Jaya 
and  PNG  and  is  seen  clearly  from  Jayapura  overlooking  the  Yos  Soe- 
darso  (formerly  Humboldt)  Bay  seems  always  to  lure  Irianese  to  go  to 
"the  land  of  plenty  where  jobs  are  bountiful".  For  the  local  Irianese,  es- 
pecially those  in  the  lower  echelons,  the  economic  situation  in  their  own 
territory  does  not  look  rosy.  Despite  the  Indonesian  national  develop- 
ment plan  Repelita  which  is  now  almost  in  its  third  stage,  and  both  public 
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and  vocational  schools  which  have  given  Irian  Jaya  more  literacy  and 
skills,  the  Irianese  themselves  find  it  hard  to  compete  on  the  job  market 
with  the  many  incoming  migrants  from  outside  Irian  Jaya.  Hearing  that 
on  the  other  side  of  die  border  jobs  are  3-5  times  better  paid,  many  would 
attempt  crossing  the  border  and  try  their  luck,  not  knowing  that  in  PNG 
job  availability  is  relatively  limited,  and  most  of  the  jobs  are  reserved  for 
PNG  nationals. 
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JANUARY  1980 
Internal  Affairs 

On  January  3  President  Soeharto  instructed  HPH  (licences  for  forest 
industry  operation)  holders  to  intensify  reforestation  efforts.  Further- 
more, the  government  calls  on  the  HPH  holders  to  increase  domestic 
timber  processing  industries  as  to  boost  up  Indonesia's  processed  timber 
exports. 

On  January  7  President  Soeharto  submitted  the  Financial  Note  and 
the  Draft  State  Budget  for  1980/1981  fiscal  year  to  the  DPR  (Parliament). 
The  Budget  amounted  to  Rp.  10.556,9  billion.  The  President  stated  that 
development  should  remain  national  priority.  The  increase  of  state 
revenue  is  due  to  the  increasing  capability  of  the  people  to  fill  the  state 
treasury.  He  also  added  that  the  government  decided  to  adjust  the 
domestic  oil  price  at  the  right  time  due  to  the  increase  of  oil  subsidies. 

To  promote  the  development  of  heavy  industry  including  that  of 
heavy  equipments  and  tractors,  the  Indonesian  government  will  boost  up 
cooperations  with  other  countries.  To  this  end  the  Minister  for  Industry, 
A.R.  Soehoed  said  on  January  8  that  the  cooperation  purports  to  use  In- 
donesian made  components  and  tools. 

On  January  9  Admiral  Sudomo  inaugurated  Operation  'Thunder' 
and  at  the  same  time  installed  Major  General  Himavwin  Sutanto  as  the 
operation  commander.  The  admiral  said  in  his  speech  that  this  operation 
was  intended  to  secure  the  eastern  part  of  the  Indonesian  water  territory 
from  smuggling  activities,  illegal  fishing,  illegal  border  trespassing  and 
other  territorial  violations. 

A  meeting  of  the  Directorate  General  of  Base  Metal  Industry  which 
was  held  on  January  15  —  16,  concluded  among  other  things  that: 

(a)  Efforts  will  be  made  to  utilize  the  potential  of  domestic  machinery 
and  metal  industries  towards  its  maximum; 

(b)  the  1980/8 1  working  program  will  be  focused  on  the  reorganizing  of 
steel  industry; 

(c)  in  1980/81  a  sub -contracting  system  will  be  developed. 
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A  limited  cabinet  session  on  economic,  industrial  and  financial  affairs 
was  held  on  January.  The  ad-interim  Minister  of  Trade  and  Co- 
operatives, Bustanil  Arifin  said  that:  (1)  the  price  increase  of  goods  does 
not  include  those  of  all  staples  and  it  is  due  to  speculation  of  traders  and 
the  weather  situadon;  (2)  to  prevent  the  price  increase  of  essential  goods, 
Unilever  made  a  commitment  not  to  raise  the  price  of  its  products  during 
the  next  3-4  months.  In  the  context  of  energy  sources'  diversification,  the 
government  will  ameliorate  the  coordination  of  research,  experiment  and 
development  of  non-convendonal  energy  sources  for  the  benefit  of  the 
society  at  large.  On  January  25,  the  Minister  for  Mining  and  Energy,  Prof 
Subroto  said  that  the  development  of  non-conventional  energy  sources 
will  be  basically  comprised  of  solar,  wind,  oceanic  gas  and  tidal  energy, 
especially  for  rural  areas. 

Celebrating  the  birth  of  the  Prophet  Mohamed  at  the  presidential 
palace  on  Jzmuary  29,  the  President  said  that  the  government  will  not  in- 
terfere with  the  internal  affairs  of  any  religion  with  regard  to  its  teaching, 
conviction  and  understanding. 

Intemadonal  Relation 

The  Dutch  Minister  for  Developmental  Cooperation,  Jan  De  Koning 
who  is  concurrently  die  chairman  of  IGGI,  visited  Indonesia  on  January  9 
—  19  to  discuss  development  cooperation  aided  by  IGGI,  to  prepare  the 
next  IGGI  meeting  in  Amsterdam  in  May  1980,  and  to  see  the  develop- 
ment progress  which  was  aided  by  Holland  and  IGGI.  He  said  that  In- 
donesia has  succeeded  with  her  development  compared  with  other  devel- 
oping countries.  He  said  further  tfiat  it  is  now  difficult  to  estimate  the 
economy  of  any  country  in  die  face  of  current  difficulties  and  energy 
crises.  Holland  will  make  efforts  in  persuading  IGGI  to  provide  the  fund 
needed  by  Indonesia  for  the  fiscal  year  1980/81,  which  amount  to  US$  2 
billion.  To  assess  the  implementation  of  development  in  Indonesia, 
observation  of  changes  of  the  people's  attitude  towards  development  is 
needed. 

An  Asia  -  Pacific  Conference  widi  die  theme:  "Asia  and  the  Pacific  in 
die  1980s:  Towards  a  Greater  Symmetry  in  Economic  Interdependence", 
sponsored  by  CSIS  was  held  in  Bali  on  January  11-13.  95  participants 
attended  die  conference,  including  6  U.S.  Congressmen,  to  discuss  the 
economic  prospect  of  die  Asian  and  the  Pacific  region  in  the  1980s,  which 
includes  among  other  things  issues  on  energy  and  adjustment  of  the  in- 
dustrial structure. 

Japan's  MITI  Minister,  Yoshihate  Sasaki,  stayed  in  Indonesia  on  Ja- 
nuary 14  -  17  to  hold  talks  on  Japan  -  ASEAN  economic  relations  and 
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Rqjelita  III  (the  Third  Five  Year  Development  Plan)  in  Indonesia.  Fur- 
thermore, on  January  29  a  meeting  v^as  held  in  Jakarta  between  ASEAN 
and  Japanese  businessmen  and  bankers  to  discuss  the  joint  ASEAN  — 
Japan  Investment  Fund. 


FEBRUARY  1980 
Internal  Affairs 

Due  to  the  depletable  conventional  energy  resources,  particularly  oil 
resources,  the  government  hopes  and  encourages  the  widespread  use  of 
non-conventional  energy,  such  as  biomass  and  solar  energy,  in  rural 
areas.  Furthermore,  the  government  has  decided  to  boost  up  oil  export  to 
finance  development  expenditures.  As  regards  the  oil  export  the  govern- 
ment decided  to  increase  the  oil  price  for  export  as  to  become  approxi- 
mately US$  27,45  -  US$  32,75  per  barrel,  as  of  February  4. 

The  general  policy  of  the  agricultural  intensification  program  of 
1980/1981  is  aimed  at  reaching  the  targeted  rice  production,  which 
amounts  to  18,44  million  ton  in  1980  and  18,91  million  ton  by  1981.  The 
Minister  for  Agriculture  described  the  difficulties  faced  in  implementing 
the  afforestation  program,  and  the  main  constraint  constitutes  the  high 
population  density,  predominantly  peasants,  expansion  of  agricultural 
area  causing  barren  land,  and  the  uncertain  status  of  land  in  some  areas. 

A  working  conference  of  Rectors  of  State  Universities/Institutions  and 
Heads  of  Regional  Offices  of  the  Department  of  Education  and  Culture 
throughout  Indonesia  was  held  in  Jakarta  on  February  26  —  28.  The 
Conference  decided:  (a)  to  step  up  the  implementation  of  NKK  (Normal- 
ization of  Campus  Life)  and  all  its  aspects;  (b)  by  the  end  of  Pelita  III  (the 
Third  Five  Year  Development  Plan)  all  school-age  childrens  should  be 
attending  primary  school.  The  Minister  of  Culture  and  Education  also 
confirmed  that  BKK  (University  Student  Organization)  has  been  endorsed 
by  the  President  as  a  complement  of  universities  and  institutes.  BKK  con- 
stitutes a  structural  organization  unit.  On  February  11,  DPR  (House  of 
Representatives)  rejected  the  proposed  interpellation  on  NKK. 

International  Relations 

The  Third  ASEAN  Banking  Conference  held  in  Jakarta  on  February  1 
-  2  has  formulated  the  stepping  up  of  ASEAN  banking.  Meanwhile,  on 
February  25  -  27  the  Second  Meeting  of  ASEAN  Textile  Federation 
Council  was  also  held  in  Jakarta.  The  representatives  agreed  upon  to 
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jointly  face  any  negotiation  with  developed  countries,  particularly  the 
U.S.  and  EEC,  in  renegotiating  the  Multi  Fibre  Arrangement. 

The  Vietnamese  Deputy  Foreign  Minister  has  made  a  statement  that 
the  Vietnamese  —  Indonesian  dispute  would  not  lead  to  arms  conflict. 
Vietnam  however,  objects  to  the  oil  exploration  on  the  Natuna  Islands, 
and  keeps  claiming  one  of  the  islands,  which  has  become  one  of  Indo- 
nesia's oil  drilling  sites.  Responding  to  the  statement,  Indonesia  said  that 
she  will  ignore  the  Vietnamese  objection  and  that  she  will  continue  to  ex- 
plore oil  on  the  Natuna  Islands,  since  Indonesia  still  respects  the  1958 
Geneve  Convention  on  the  Condnental  Base  Limit.  Accordingly  Indo- 
nesia will  not  give  up  the  Natuna  Islands  to  meet  the  Vietnamese 
demands. 

Soviet's  invasion  in  Afghanistan  and  the  situation  in  Indo  China  in- 
cluding the  refugee  problem  became  one  of  the  main  topics  of  the  talks 
held  by  Indonesia  and  her  foreign  visitors,  namely  the  Australian  Foreign 
Minister,  Andrew  Peacock,  who  visited  Indonesia  on  February  2,  U.S. 
Deputy  Secretary  of  State,  Richard  Holbrooke,  who  stayed  in  Indonesia 
on  February  16  and  U.N.  High  Commissioner  for  Refugees,  Paul  Hart- 
ling  visiting  Indonesia  on  February  22-24.  The  Australian  Foreign 
Minister  said  that  the  groupings  of  the  Pacific  Basin  should  be  further  dis- 
cussed, and  that  the  USSR  should  immediately  withdraw  its  army  from 
Afghanistan.  Meanwhile  the  U.S.  Deputy  Secretary  of  State  said  that  the 
U.S.  and  Indonesia  are  stepping  up  cooperation  and  that  the  two  coun- 
tries are  strongly  against  Soviet  invasion  into  Afghanistan.  He  said  further 
that  the  U.S.  keeps  supporting  ASEAN  in  facing  today's  world  situation. 
The  U.N.  High  Commissioner  for  Refugees  expressed  his  approbation  of 
Indonesia's  effort  to  receive  the  refugees  in  Pulau  Galang  as  their  tempo- 
rary settlement,  which  according  to  him  is  a  praiseworthy  model. 

MARCH  1980 
Internal  Affairs 

An  all  Indonesian  Regional  Heads  Working  Conference  was  held  in 
Jakarta  from  10th  to  15th  March  with  the  theme  "To  stabilize  the  imple- 
mentation of  the  eight  ways  of  equal  distribudon  of  the  development  and 
its  benefits  and  to  step  up  political  stability  in  the  second  part  of  the 
Third  Five  Years  Development.  In  his  opening  address  President  Soehar- 
to  urged  the  participants  comprising  all  governors  regents  and  mayors  to 
work  harder  because  a  lot  of  serious  social  problems  need  to  be  solved  in 
providing  more  work  opportunities,  educadon,  public  health  and 
residence.  All  regional  heads  should  be  aware  of  and  realize  the  wishes 
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and  aspirations  of  their  people  and  make  efforts  in  providing  a  way  out 
based  on  their  existing  capabilities.  All  departments  were  instructed  to 
finish  the  Development  Project  List  (Daftar  Isian  Proyek)  before  the  new 
fiscal  year  officially  begins.  Furthermore  the  President  affirmed  since  it  is 
his  responsibility  and  task  to  hold  the  1982  general  election,  he  will  en- 
sure that  the  election  would  be  held  in  a  free  and  secret  manner. 

Leadership  Conference  of  the  Indonesian  Armed  Forces  was  held  in 
Pakanbaru  from  25th  to  27th  March.  It  was  attended  also  by  all  governors 
from  all  Indonesian  Provinces  to  discuss  the  Armed  Forces'  Policy  in  the 
decade  of  1980's.  That  conference  was  closed  by  large  scale  joint  military 
exercises  in  the  South  China  Sea.  One  of  the  conference's  decrees  stated 
that  based  on  the"  conviction  of  loyal  service  founded  on  ideaUsm  and 
dedication  to  the  Indonesian  people  and  nation,  understanding  and  en- 
living  of  the  truth  and  normative  values  of  soldier's  code  of  ethics  (Sapta 
Marga)  would  grow  that  will  control  all.  the  actions  of  the  Armed  Forces 
so  that  Indonesian  people  and  nation  will  fully  support  their  dedi- 
cation. The  President  also  reiterated  that  the  Armed  Forces  will  not 
change  the  1 945  Constitution  and  Pancasila,  but  will  defend  them  against 
any  attempts  to  change  them.  The  Indonesian  Armed  Forces,  should 
therefore  be  able  to  select  partners  who  are  really  eager  to  safeguard 
Pancasila.  One  of  the  Armed  Forces'  main  tasks  at  present  is  to  guarantee 
the  successfull  result  of  the  coming  general  election  as  to  uphold  the  Pan- 
casila and  1945  Constitution. 

On  March  31  Indonesia  has  declared  the  adoption  of  the  exclusive 
economic  zone  of  200  nautical  miles  measured  from  the  baselines  of  the 
Indonesian  Territorial  Sea.  Accordingly  it  is  obvious  that  it  is  necessary  to 
strengthen  the  Indonesian  Armed  Forces  including  their  equipments  so 
that  they  will  be  able  to  safeguard  the  Indonesian  territorial  integrity 
against  foreign  attempts  to  undermine  the  integrity.  Thus  the  joint  mili- 
tary exercises  that  has  recently  ended  in  South  China  Sea  will  become 
more  significant. 


International  Relations 

At  present  Malaysia  and  Indonesia  have  reached  an  agreement  to 
solve  comprehensively  issues  brought  about  by  Malaysia's  one  sided 
announcement  concerning  the  continental  base  line  of  the  border 
between  East  Kalimantan  and  Sabah.  This  announcement  has  been 
strongly  protested  before  by  Indonesia  and  Singapore.  One  of  the  aims  of 
President  Soeharto's  informal  visit  to  Malaysia  from  26th  to  27th  March, 
is  to  solve  that  problem  besides  discussing  the  situation  in  Afghanistan 
and  their  efforts  in  helping  to  solve  the  problem  in  South  Philippines. 
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Meanwhile  in  relation  with  the  boundary  dispute  between  Indonesia 
and  Vietnam  concerning  the  area  of  continental  shelf  around  Natuna 
Islands  m  South  China  Sea,  the  Vietnam  government  declared  its  willing- 
ness to  negotiate  on  account  of  each  odier's  respect  for  sovereignity  and 
mternational  law.  *  ^ 

^ifl.4'  ^  "''u'  ^ i^^'^'i'  °^  I^'y'^  Minister  of  Scien- 

ific  Research  and  Technology  in  Indonesia  on  March  11  -  17,  on  March 
17  Indonesia  and  Italy  signed  an  agreement  on  bilateral  cooperation  for 

I^dnnT'^  m'"     T^""'  "^'^  H     Habibie,  the 

Indonesia  s  Minister  for  Research  and  Technology  said  that  the  applied 
modem  technology  in  Indonesia  should  be  able  to  absorb  labour  fo  ces 
V  aTToOo"  Td     "  ford^coming  depledon  of  oil  by  Z 

^i^i^:^'  "^''-^    -  ^-^^°p  --in- 
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Hasjim  DJALAL,  Director  of  Legal  and  Treaty  Affairs  of  the  Department 
of  Foreign  Affairs  and  Indonesian  Representative  to  the  Second  Com- 
mittee of  the  Third  United  Nations  Conference  on  the  Law  of  the  Sea. 

Mark  J.  VALENCIA,  Research  Associate,  Environment  and  PoHcy 
Institute,  the  East-West  Center,  Honolulu,  Hawaii. 

Hadi  SOESASTRO,  Director  of  Studies  and  Member  of  die  Board  of 
Directors,  CSIS.  He  graduated  from  the  Faculty  of  Aeronautical 
Engineering,  West  Germany,  obtained  Ph.D.  degree  from  the  Rand 
Graduate  Institute  for  Policy  Studies,  Santa  Monica,  California. 

J.  PANGLAYKIM,  Ph.D.  in  Economics  from  the  University  of  Indo- 
nesia; Member  of  the  Board  of  Directors,  CSIS;  consultant  to  private  in- 
dustries, banking  and  other  types  of  business. 

N.H.  Paul  CHUNG,  Professor  of  Business  Economics  and  Director  of  Pa- 
cific Asian  Management  Institute,  University  of  Hawaii. 

R.S.  ROOSMAN,  Doctorandus  of  Indology  degree  from  die  State  Uni- 
versity of  Leyden  in  1956.  He  has  written  many  books  and  articles  in 
English,  Indonesian  and  Javanese  on  Indonesia,  West  Irian  and  Papua 
New  Guinea. 
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